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ABSTRACT 


The  purpose  of  this  study  is  to  determine  whether  subnational 
forces  in  the  People's  Republic  of  China  influence  that  state's  foreign 
policy  decision-making.  An  interest  group  approach  is  employed  to 
analyse  subnational  interests,  power,  and  access  in  two  case  studies 
of  Chinese  foreign  policy  decisions.  Chapter  I  examines  alternate 
approaches  to  the  use  of  an  interest  group  approach,  and  considers 
criticisms  of  the  framework  employed.  Chapter  II  sets  out  the 
theoretical  underpinnings  of  the  study.  Chapters  III  and  IV  present 
the  results  of  research  on  two  cases  in  which  subnational  interests 
were  brought  to  bear  on  Chinese  foreign  policy  decisions.  Chapter 
III  presents  an  analysis  of  the  decision  to  import  wheat  in  1961,  and 
Chapter  IV  an  analysis  of  the  1955  overseas  Chinese  remittance  pro¬ 
tection  policy.  Chapter  V  draws  together  the  principal  findings, 
evaluates  the  case  studies  in  terms  of  the  group  approach,  and  assesses 
the  general  utility  of  the  approach  to  analysis  of  Chinese  foreign 
policy  decisions. 
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CHAPTER  I 


INTRODUCTION 

The  principal  question  addressed  in  this  study  is  whether  sub¬ 
national  groups  in  the  People's  Republic  of  China  (PRC)  influence  that 
state's  foreign  policy.  It  is  relatively  well  established  that/ on 
occasion,  interest  groups  in  communist  states  do  influence  domestic 
policy-making  in  directions  favorable  to  their  interests.'*'  it  seems 
reasonable  to  presuppose  that  interest  groups  in  communist  states  could 
also  exercise  an  influence  on  foreign  policy  decision-making.  The  focus 
of  this  study  is  to  determine  whether  or  not  this  is  the  case  with  respect 
to  Chinese  foreign  policy. 

It  is  not  the  purpose  of  this  work  to  ask  why  interest  groups 
influence  foreign  policy  behavior;  it  is  to  ask  if  interest  groups  do 
influence  that  behavior  in  the  Chinese  case.  The  two  questions  are  not 
the  same  and,  quite  clearly,  it  makes  no  sense  to  pursue  the  former  (a 
theoretical  question)  without  having  first  investigated  the  latter  (an 
empirical  question) .  If  empirical  research  were  to  find  that  interest 
groups  in  China  do  not  influence  that  state's  foreign  policy,  then  the 
appropriate  question  would  be,  why  do  interest  groups  not  influence 
foreign  policy  behavior?  Thus,  the  starting  point  is  to  ascertain 
whether  or  not  such  a  relationship  exists. 

There  are  two  reasons  for  asking  this  fundamental  question.  As 
the  PRC's  involvement  in  global  politics  continues  to  grow,  and  in¬ 
creasingly  comes  to  have  a  profound  impact  on  international  relations, 
the  need  to  understand  more  fully  that  state's  foreign  policy  behavior 
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is  a  pressing  practical  necessity.  In  this  sense,  we  need  to  know  why 
certain  available  alternatives  become  authoritative  binding  decisions, 
and  others  do  not. 

Secondly,  it  has  often  been  said  that  the  PRC's  domestic  and 

foreign  policy  are  closely  inter-related;  changes  in  China's  domestic 

policy  have  been  associated  with  changes  in  the  external  behavior  of 
2 

that  state.  Moreover,  it  has  been  argued  that  in  China  political  power 

3 

has  a  tendency  to  accrue  to  the  provincial  level.  These  observations 
suggest  that  an  investigation  positing  subnational  actors  -  provinces 
and  provincial  decision-makers  -  as  key  determinants  of  Chinese  foreign 
policy  may  be  fruitful.  This  implication  is  strengthened  in  light  of 
recent  analyses  indicating  that  with  respect  to  domestic  determinants 
"independent  variables  that  focus  solely  on  subnational  actors  are  the 

most  successful  in  predicting  [foreign  policy]  behavior,  and  the  least 

4  .  . 

employed."  Despite  these  considerations,  systematic  analysis  of  sub¬ 
national  actor-specific  variables  as  a  domestic  source  of  Chinese 
foreign  policy  has  been  neglected. ^ 

In  the  case  of  Chinese  foreign  policy,  there  are  three  basic 
reasons  why  subnational  actors  have  been  ignored:  a  concentration  on 
national  level  politics,  the  use  of  approaches  discounting  the  sig¬ 
nificance  of  subnational  influences,  and  the  use  of  approaches  which 
focus  on  domestic  variables  but  do  not  link  them  to  policy  outputs. 
Subnational  influences  on  Chinese  foreign  policy  have  been  ignored  due 
to  a  longstanding  bias  toward  studying  politics  at  the  national  level, 
especially  politics  among  the  national  leadership  elite.  Donald  Zagoria 
and  Uri  Ra'anan  have  undertaken  detailed  studies  of  the  foreign  policy 
debates  among  central  level  leaders  regarding  the  Chinese  role  in  the 
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Vietnam  War.  Similarly,  Robert  Rogers  has  assessed  foreign  policy 

differences  among  the  national  leadership  elite  in  the  Democratic 

7 

Republic  of  Vietnam.  In  studies  such  as  these  the  principal  diffi¬ 
culty  is  that  the  foreign  policy  issues  and  the  positions  advocated  by 
national  elites  have  not  been  linked  to  inputs  from  the  larger  domestic 
environment.  It  is  assumed  that  the  views  held  and  the  influence  exer¬ 
cised  by  national  leaders  on  foreign  policy  decision-making  are  di¬ 
vorced  from  other  domestic  political  actors.  Even  though  the  indi¬ 
viduals  involved  in  such  disputes  oversee  specific  organisations  and 
their  domestic  clientele,  the  latter  have  been  overlooked  as  a  source 
of  disputes  among  the  former  and  hence  neglected  as  an  independent  in¬ 
fluence  on  foreign  policy  decision-making. 

A  related  but  distinct  reason  for  not  investigating  subnational 
influences  on  foreign  policy  is  that  the  analytical  frameworks  employed 
to  explain  outputs  have  treated  independent  variables  in  the  domestic 
environment  in  a  very  limited,  general  fashion,  if  at  all.  Two  of  the 
approaches  most  frequently  used  to  illuminate  China's  external  behavior 

g 

largely  discount  them.  The  totalitarian  model,  with  its  stress  on  the 

unassailable  authority  of  the  Party  on  policy  matters  and  its  denial  of 

inputs  from  the  larger  domestic  environment  is  clearly  not  well  suited 

to  dealing  with  the  problem.  In  part,  it  is  on  the  assumption  that 

"politics  in  the  totalitarian  system  is  confined  to  the  highest  stratum 

because  of  its  monopoly  of  power"  that  "the  study  of  the  lower  echelons 

9 

...  has  been  regarded  _  as  ultimately  irrelevant."  Along  with  a 

number  of  other  assumptions  in  the  totalitarian  model,  this  assumption 
was  repeatedly  contradicted  by  the  political  realities  of  the  Cultural 
Revolution.  For  analysts  of  Chinese  politics,  the  Cultural 


■ 
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Revolution  was  a  discomfiting  yet  clear  signal  that  there  was  a  large, 
perhaps  unbridgeable  gap  between  the  model's  description  of  China  and 
its  real  world  counterpart.  One  important  lesson  was  that  the  totali¬ 
tarian  model  had  been  masking  many  domestic  sources  of  influence: 

The  assumptions  of  the  totalitarian  approach, 
and  of  the  alleged  paucity  of  data,  may  be 
partly  responsible  for  the  tendency  to  slight 
the  impact  of  institutions  and  highlight  the 
ability  of  the  leader  to  make  policy  with 
little  mind  to  institutional  or  societal 
influences  and  constraints  . . .  the  picture 
of  an  Olympian  Mao  moving  men  and  bureaucracies 
is  illusory  . . .  leaders  are  often  under 
organizational  pressures,  and  the  policies 
they  adopt  can  be  similarly  subject  to  ^ 
organizational  and  societal  constraints. 

Similarly,  the  rational  actor  model  of  foreign  policy  decision¬ 
making  marginalises  domestic  inputs  into  foreign  policy  behavior;  the 
model  treats  any  state  as  a  single,  monolithic  unit  which  responds  to 
external  stimuli.^  Thus,  in  both  of  these  approaches  no  provision  has 
been  made  for  domestic  inputs  in  the  broad  Eastonian  sense  of  the  term: 
governmental  and  societal  influences  on  policy  making  (domestic  and 
foreign)  are  regarded  as  largely  irrelevant. 

A  modified  version  of  the  rational  actor  model  can  take  into 
account,  to  some  extent,  both  internal  and  external  influences  on  foreign 
policy.  The  internal  determinants,  however,  are  not  actor  specific: 
ideology,  nationalism,  economic  development  needs  and  defense  imperatives 

are  frequently  introduced  as  domestic  influences  on  Chinese  foreign 

12 

policy.  James  Rosenau  has  criticised  the  use  of  such  internal  deter¬ 
minants  because  they  are  "broad  and  unmanageable"  concepts  which  only 

13 

obscure  and  subsume  important  component  factors.  A  second  difficulty 
with  these  concepts  is  that  they  beg  the  question  of  why  a  decision 


. 
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legitimising  a  particular  development  or  defense  need  was  taken  in  the 
first  place.  Concomitantly/  they  leave  unexamined  the  underlying  domes¬ 
tic  forces  which  produced  the  decision.  In  a  recent  article,  Chalmers 
Johnson  adopted  a  modified  rational  actor  model  and  identified  economic 

development  and  defense  needs  as  key  internal  influences  on  China's  new 

14 

foreign  policy  initiatives.  In  considering  defense  needs,  he  wrote 
that  "China  needs  to  modernize  its  conventional  armed  forces,  and  Hua 
Kuo-feng's  backers  in  the  army  have  shifted  their  defensive  strategy 
from  Mao's  'people's  war'  to  a  more  conventional  defense. "Thus, 
the  Chinese  have  begun  to  send  military  missions  abroad  to  see  if  they 
can  buy  some  of  the  items  they  need."^  Conceptualising  internal  deter¬ 
minants  in  broad,  general  terms  seems  to  blur  the  explanandum  with  its 
consequences.  Johnson  comes  close  to  saying  that  the  reason  there  are 
Chinese  military  purchase  missions  abroad  is  that  a  decision  was  made  to 
acquire  arms  from  foreign  suppliers.  Thus,  positing  defense  needs  as  a 
domestic  influence  in  this  case  is  to  accept  a  foreign  military  procure¬ 
ment  policy  without  having  examined  the  internal  influences  which  pro- 

17  . 

duced  that  policy.  The  more  interesting  question  is  why  such  a 


decision  was  made  in  the  first  place. 

Finally,  there  are  alternative  analytical  approaches  which  con¬ 
centrate  on  aspects  of  the  domestic  environment,  but  have  important 
limitations  in  explaining  foreign  policy  outputs.  A  political  culture 
approach,  for  example,  focuses  on  the  political  values  and  attitudes 

which  shape  political  behavior.  This  approach  is  useful  for  identifying 

„  ,  18 

the  constraints  on  action  or  the  rules  of  the  game.  However,  to  ex¬ 
plain  variation  in  policy  outputs  on  the  basis  of  political  culture 
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implies  that  one  must  argue  that  a  nation's  political  culture  in  some 
way  varies  significantly  and  quite  frequently.  This  clashes  with  an 

essential  attribute  of  political  culture;  its  fixed  and  slow  changing 

.  19 

nature . 

The  question  of  whether  subnational  groups  influence  China's 

foreign  policy  is  important,  then,  because  it  draws  attention  to  a 

potentially  significant  domestic  source  of  variation  in  foreign  policy 

20 

outputs  which  has  not  received  the  consideration  it  deserves.  Unlike 
other  analytical  frameworks,  the  group  approach  is  well-suited  to  in¬ 
vestigate  this  question  for  three  reasons.  First,  a  focus  on  interest 
groups  concentrates  attention  on  the  diversity  of  interests,  competition, 
and  conflict  in  the  domestic  environment.  Thus,  it  satisfies  the  need 
to  isolate  and  define  a  particular  type  of  domestic  determinant  (sub¬ 
national,  actor  specific  sources  of  influence) .  Second,  the  approach 
is  designed  specifically  for  the  explication  of  policy  outputs .  It  is 
not  an  inherent  requirement  of  the  approach  that  the  policy  output  to 
be  explained  must  be  domestic;  foreign  policy  outputs  are  equally  amen¬ 
able  to  group  analysis.  In  principle,  the  group  approach  can  take 
account  of  the  rich  variation  in  foreign  policy  outputs  much  more  satis¬ 
factorily  than  an  approach  assuming  a  stable  and  uniform  pattern  of 
domestic  inputs  and,  therefore,  policy  outputs.  Finally,  the  group 
approach  offers  a  distinct  advantage  over  other  frameworks.  In  positing 
actor  specific  domestic  determinants,  mediated  by  their  interests,  power 
resources,  and  access  to  a  decision  centre,  the  group  approach  provides 
the  vital  conceptual  linkage  between  domestic  politics  and  foreign 


policy. 
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Despite  these  advantages,  the  group  approach  has  been  criticised 

21 

when  used  to  analyse  communist  politics.  It  has  been  argued  that  the 

interest  group  approach  does  not  describe  actual  political  processes  in 

the  Soviet  Union;  that  there  is  a  gap  between  the  approach’s  description 

of  political  phenomena  and  the  realities  of  Soviet  policy-making  pro- 
22 

cesses.  Whether  this  argument  applies  in  the  Soviet  case  continues  to 

be  debated,  and  its  validity  in  the  Chinese  case  is  questionable.  As 

argued  earlier,  there  is  reason  to  believe  that  applying  the  group 

approach  in  the  Chinese  case  may  contribute  to  better  understanding  the 

domestic  determinants  of  Chinese  foreign  policy. 

A  more  sophisticated  argument  has  been  made  against  the  group 
23 

approach.  The  interest  group  approach  has  an  intimate  historical 
association  with  pluralism  as  both  political  philosophy  and  ideology. 

When  applied  to  empirical  research,  this  association  had  the  effect  of 
directing  attention  to  the  political  participation  of  groups  in  society 
rather  than  in  the  governmental  structure.  Interest  groups  provide  an 
organised  forum  through  which  citizens  participate  in  the  governance  of 
a  society.  In  the  case  of  communist  states,  the  presence  of  one  dominant 
party,  restrictions  and  prohibitions  on  the  establishment  of  mass-level 
associations,  the  fragmentation  of  interests  within  occupational  groups, 
and  the  possibility  that  group  leaders  do  not  actually  represent  the 
membership  of  legally  sanctioned  interest  groups  have  been  all  adduced 
to  argue  that  an  interest  group  approach  does  not  describe  the  reality 
of  politics  in  communist  states.  In  other  words,  the  approach  is  held 
not  to  describe  the  role  of  societal  level  associations  in  communist 


states . 
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At  the  same  time,  it  is  recognised  that  institutional  interest 

groups,  particularly  components  of  the  state  bureaucracy,  are  "prominent 

•  .  24 

in  the  political  processes  of  Communist  states."  The  role  and  in¬ 
fluence  of  institutional  groups  is  considered  to  depend  on  whether  the 
party  is  strong  or  weak;  so  long  as  one  recognises  that  group-centered 
processes  occur  within  or  through  the  party,  the  group  approach  may  well 
be  appropriate.^ 

Objections  have  been  raised,  however,  to  using  the  approach  to 

examine  non-mass-level  associations.  On  the  assumption  that  interest 

groups  are  creatures  of  the  private  sector,  it  has  been  argued  that  the 

group  approach  cannot  be  applied  to  organised  entities  in  the  public 
2  6 

sector.  However,  Earl  Latham  introduced  theoretical  refinements  which 

27 

ensure  that  the  approach  is  amenable  to  studying  public  sector  groups. 

The  competition  and  conflict  characteristic  of  private  groups  seeking 

to  influence  public  policy  is  also  found  among  official  bureaucratic 

28 

groups  in  the  state  apparatus.  More  generally,  the  objection  has  lost 
credibility  as  a  result  of  analyses  of  communist  politics  which  have 
taken  the  group  approach  as  a  means  to  organise  data  and  explain  deci¬ 
sions  in  which  institutional,  public  sector  entities  were  key  partici¬ 
pants  . 

Parenthetically,  it  is  interesting  to  note  that  whereas  treating 
public  institutions  as  interest  groups  has  been  a  matter  in  dispute  in 
communist  studies,  it  has  not  become  a  point  of  contention  in  the  study 
of  noncommunist  politics.  Martha  Derthick,  for  example,  has  made  a 
case  study  of  what  she  considers  to  be  "one  of  the  most  successful 
pressure  groups"  in  the  American  political  system.  The  pressure  group 


. 
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in  question  is  the  National  Guard:  a  group  with  an  official,  public 

character  that  is  part  of  the  government  apparatus.  As  to  the  propriety 

of  treating  a  public  institution  as  an  interest  group,  Derthick  only 

points  out  that  as  a  governmental  group,  the  Guard  "cannot  be  considered 

29 

a  typical  pressure  group...".  That  public  institutions  can  normally 
be  regarded  as  interest  groups  in  noncommunist  systems  while  requiring 
explicit  justification  and  defense  in  the  study  of  communist  politics  is, 
at  best,  a  curious  theoretical  inconsistency . ^ 

There  is  one  final  objection  which  should  be  mentioned.  The  group 
approach  consists  of  six  concepts:  groups,  interests,  power  resources, 
access,  policy  formulation,  and  policy  outputs.  The  first  five  repre¬ 
sent  the  cluster  of  independent  variables  for  which  empirical  evidence 
is  gathered  to  explain  the  dependent  variable,  a  policy  output.  It  has 
been  pointed  out  that  the  group  approach  fails  to  illuminate  actual 
decision-making  processes  as  they  occur  within  decision-making  centres. 
This  difficulty  results  from  a  characteristic  paucity  of  relevant  in¬ 
formation  concerning  the  decision-making  process  per  se.  Without  deny¬ 
ing  this  to  be  the  case,  there  are  two  reasons  for  arguing  that  the 
decision-making  process  per  se  can  be  viewed  as  a  constant  (black-boxed, 
or  left  unexplained)  rather  than  as  a  variable  for  purposes  of  interest 
group  analysis.  First,  it  should  be  borne  in  mind  that  the  group 
approach  directs  attention  to  political  pressures  brought  to  bear  upon 
decision-makers  which  originate  beyond  the  decision  centre  itself,  not 
from  within  it. 

Equally  important,  one  can  explain  policy  outputs  without  recourse 
to  a  full,  direct  causal  explanation  which  would  incorporate  a 
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consideration  of  the  decision-making  process  per  se.  One  can  explain 
policy  outputs,  for  example,  in  terms  of  manifest  group  interests  with¬ 
out  recourse  to  other  concepts  and  related  supporting  evidence:  "the 

analytical  linking  of  certain  manifest  interests  with  certain  policy 

31 

outputs  is  a  case  of  indirect  causation."  A  case  of  direct  causation 

32 

entails  research  on  the  concepts  of  access  and  policy  formulation. 
Therefore,  recognising  the  problems  of  researching  the  policy  formulation 
process,  explanation  can  be  improved  upon  by  an  empirical  consideration  of 
the  access  which  involved  groups  have  to  a  decision  centre.  Though 
still  not  a  maximal  exploitation  of  the  analytical  framework,  one  can 
explain  policy  outputs  in  terms  of  group  interests,  power  resources,  and 
access  without  recourse  to  empirical  evidence  concerning  the  decision¬ 
making  process.  Thus,  without  denying  the  difficulties  of  analysing  the 

decision-making  process,  it  is  in  any  case  not  absolutely  essential  to 
33 

do  so.  In  the  case  studies  presented  later  it  is  precisely  this  method 
which  has  been  used:  in  order  to  explain  policy  outputs,  the  investiga¬ 
tions  focus  on  involved  groups,  their  interests,  power  resources,  and 
access  to  relevant  decision  centres.  Actual  policy  outputs  become  an 
essential  point  of  evidence. 

The  balance  of  the  dissertation  consists  of  four  chapters.  In 
Chapter  II  the  theoretical  underpinnings  of  this  study  are  set  out.  The 
group  approach  is  examined,  and  the  question  of  group  politics  under 
non-democratic  conditions  is  discussed.  Chapters  III  and  IV  present  the 
results  of  research  on  two  cases  in  which  subnational  interests  were 
brought  to  bear  on  Chinese  foreign  policy  decisions:  the  PRC's  decision 
to  import  wheat  in  1961  and  the  overseas  remittance  protection  policy 
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made  in  1955.  Chapter  V  draws  together  the  principal  findings,  suggests 
reasons  why  subnational  interests  and  foreign  policy  are  interrelated, 
and  identifies  some  researchable  problems  amenable  to  group  analysis . 
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CHAPTER  II 


THE  INTEREST  GROUP  APPROACH 

Introduction 

The  conceptual  framework  presented  in  this  chapter  is  used  to 
explain  the  foreign  policy  outputs  posited  in  Chapters  III  and  IV.  In 
addition  to  discussing  the  analytical  framework,  this  chapter  presents 
Arthur  Bentley’s  hypothesis  on  group  activity  in  nondemocratic  states, 
and  sets  out  a  classification  scheme  for  groups  in  communist  states.  The 
classification  scheme  and  Bentley's  hypothesis  provide  an  answer  to  the 
question,  which  types  of  interest  groups  are  likely  to  influence  the 
decision-making  process  in  communist  states?  Finally,  the  question  of 
influence  is  also  considered  in  this  chapter.  Specifically,  the  grounds 
upon  which  certain  interest  groups  are  considered  as  having  exercised 
influence  on  the  decision-making  process  are  presented  and  discussed. 

The  debate  in  the  literature  concerning  the  applicability  and 
utility  of  the  group  approach  to  communist  politics  exists  in  no  small 
measure  because  of  a  specific  theoretical  confusion.  The  confusion  arises 
due  to  an  assumption,  usually  posited  implicitly.  It  is  assumed  that 
there  is  a  necessary  connection  between  democracy  and  pluralism  on  the  one 
hand,  and  the  presence  and  political  activity  of  interest  groups  on  the 
other.  If  one  accepts  this  assumption,  the  term  "interest  group"  refers 
to  a  private,  voluntary,  nongovernmental  association  able  to  exert  pres¬ 
sure  primarily  through  the  voting  power  it  represents  or  can  influence  to 
support  or  oppose  electoral  candidates.  Significantly,  Arthur  Bentley 
did  not  accept  the  assumption  whereas  David  Truman  did. 
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It  should  be  clear  that  Bentley  did  not  regard  interest  groups  as 
a  peculiarly  American  phenomenon.  Neither  did  David  Truman,  his  princi¬ 
pal  interpreter.'*'  Unlike  Bentley,  Truman  was  presenting  a  limited  argu¬ 
ment.  Group  activity,  he  asserted,  was  "visible  in  every  country  where 

2 

freedom  of  association  is  an  element  in  the  constitutional  fabric."  In 
other  words,  Truman  explicitly  restricted  his  study  to  groups  in  demo¬ 
cratic  states.  More  exactly,  he  used  the  term  "interest  group"  to  iden¬ 
tify  voluntary,  private,  associational ,  nongovernmental  entities  existing 
outside  the  formal  institutional  structure  of  the  polity.  When  scholars 
hotly  deny  the  presence  of  interest  groups  in  communist  states,  they 
generally  are  adopting  Truman's  ethnocentric  use  of  the  more  general 
concept . 

Bentley's  Hypothesis 

To  the  extent  that  Truman  hypothesised  the  democracy-interest 

group  relationship  to  be  a  necessary  and  binding  one,  it  is  worthwhile 

to  review  Bentley's  position  on  the  question  of  groups  in  non-democratic 

states  in  order  to  present  a  competing  hypothesis.  Writing  in  1908, 

Arthur  Bentley,  the  modern  expositor  of  a  group  approach  to  social 

analysis,  did  not  present  a  method  for  the  analysis  of  American  society 

exclusively  or  democratic  societies  in  general.  Bentley  most  clearly 

went  beyond  such  a  limiting  context  in  his  extensive  discussion  of  group 

3 

political  activity  in  non-democratic  states. 

Bentley  posited  a  continuum  along  which  governments  could  be 
placed,  ranging  from  a  "pure  despotism"  to  a  "pure  democracy".  He  de¬ 
fined  "pure  democracy"  as  "a  government  in  which  every  interest  would  be 
able  to  find  a  technique  for  organizing  and  expressing  itself  in  a  system 
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in  which  every  other  interest  was  equally  expressed  on  'fair'  terms,  so 

that  in  the  final  course  of  action  all  interests  would  get  their  'due' 

4 

weight."  This  definition,  it  will  be  noted,  corresponds  closely  to  the 
type  of  system  in  which  plural,  competing,  private  groups  are  active, 
i.e.  to  a  pluralistic,  open  democratic  system.  "Pure  despotism"  was  de¬ 
fined  as  "a  government  consisting  of  an  individual  who  passes  personally 
on  every  group  antagonism  at  its  very  inception  and  allays  it  by  appropri¬ 
ate  action. in  a  pure  despotism  every  interest  cannot  organise  or  ex¬ 
press  itself,  all  interests  are  not  equitably  expressed,  and  all  inter¬ 
ests  do  not  have  "due"  weight  in  the  decision-making  process.  Although 
Bentley's  "pure  despotism"  lacks  some  of  the  defining  features  of  a 
totalitarian  system,^  the  important  point  is  that  Bentley  was  hypothe¬ 
sising  a  non-democratic ,  non-pluralistic  political  system  as  the  polar 
counterpart  of  a  democratic,  pluralistic  system. 

Both  of  the  pure  types  and  all  systems  which  may  fall  in  between 
them  "are  but  the  interest  groups  wrestling  with  one  another.  In  all  of 

them  we  have  interest  groupings  finding  their  leadership  in  portions  of 
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the  government."  In  other  words,  along  the  continuum  there  is  sub¬ 
stantial  variation  with  respect  to  the  structures  available  for  the 
articulation  of  group  interests.  Bentley  did  not  think  it  possible  to 
"assuredly  state  that  the  method  of  the  one  will  serve  as  the  method  of 

Q 

the  others."  Generally  speaking,  different  political  systems  could  be 

expected  to  have  different  articulation  structures  available  to  groups. 

Not  all  groups  may  be  able  to  use  them,  but  in  all  countries  there  are 

some  kinds  of  structures  available  to  some  groups  for  the  articulation  of 

9 

their  interests. 
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According  to  Bentley,  all  political  systems  are  dependent  upon 
political  support  from  groups  in  the  state  apparatus  and  from  some 
groups  in  society  at  large. ^  He  singled  out,  as  especially  important, 
the  groups  upon  which  the  political  authorities  depend  for  the  execution 
of  decisions.  Such  groups  will  have  a  "well  organized  system  for  bring¬ 
ing  their  interests  ...  to  expression. 1,11 

Bentley  indicates  that  in  nonplural  systems  the  government  appa¬ 
ratus  has  some  degree  of  territorial  and  functional  specialisation  and 
differentiation  entailing  at  least  "the  rudiments  of  a  division  of  power" 
which,  in  turn,  precludes  wholly  arbitrary  and  unilateral  decisions  being 
reached  by  the  political  leadership.  Moreover,  the  participation  of 
power-holding  territorial  and/or  functional  groups  is  promoted  by  virtue 

of  their  capacity  to  grant  or  withhold  political  support,  especially  sup- 

12 

port  for  the  implementation  of  decisions.  Bentley  is  hypothesising 
that  in  nondemocratic  or  nonpluralistic  systems,  the  groups  having 
organised  structures  to  articulate  their  interests  and  access  channels 
to  decision-making  authorities  are  those  functional  and  territorial  groups 
within  the  governmental  apparatus  which  perform  policy  implementation 
functions . 

Those  groups  in  society  upon  which  the  government  or  some  component 
of  it  does  not  usually  rely  for  political  support,  especially  in  the  im¬ 
plementation  of  decisions,  "will  have  much  greater  difficulty  in  express¬ 
ing  themselves.  They  cannot  organize  permanently,  and  lack  political 

labor-saving  devices .  It  is  only  in  their  greatest  needs  that  they  can 

13 

make  themselves  felt."  In  different  language,  groups  which  lack 
organised  structures  of  interest  articulation  and  access  to  relevant 


. 
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decision-making  centres  will  be  restricted  to  unorganised  modes  of  inter¬ 
est  articulation,  tending  toward  a  type  of  activity  not  unlike  that  which 

14 

Almond  and  Coleman  have  labeled  "anomic". 

It  is  clear  that  Bentley  is  suggesting  that  in  states  approaching 
the  "pure  despotism"  or  nonpluralistic  pole  of  his  continuum,  the  groups 
actively  involved  in  the  political  process  become  increasingly  limited 
in  number  and  variety,  and  tend  to  be  almost  exclusively  functional  or 
territorial  components  of  the  governmental  apparatus  itself.  Approaching 
the  nonplural  pole,  the  politically  active  groups  are  to  be  found  within 
the  institutions  of  government  rather  than  within  the  society  at  large. 

Even  in  those  cases  which  approach  a  "pure  despotism",  that  is  a 
total  nonplural  condition,  Bentley  expected  that  the  demands  of  govern¬ 
ance  were  such  that  at  least  those  comparatively  few  groups  existing 
within  the  governing  institutions  would  articulate  their  interests  and 
have  access  to  relevant  decision-making  centres.  Societal  or  inter¬ 
mediate  groups,  on  the  other  hand,  may  well  be  absent  in  organised  form, 
be  discriminated  against  with  respect  to  interest  articulation  and  access 
channels,  and  perhaps  be  forced  to  resort  to  spontaneous  violent  out¬ 
bursts  if  their  interests  were  to  be  expressed  and  perhaps  accommodated. 

At  some  point  away  from  the  extreme  nonplural  pole,  societal 
groups  would  fare  somewhat  better,  according  to  Bentley.  The  attainment 
of  organised  formal  access  tends  to  be  related  to,  and  reflected  in,  the 
differentiation  of  existing  governing  institutions.1^  It  appears,  there¬ 
fore,  that  as  the  institutions  of  government  become  increasingly  differ¬ 
entiated  and  their  parts  increasingly  specialised  (and  to  the  extent  that 
they  are  required  for  the  satisfactory  implementation  of  decisions). 


« 
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societal  groups  indirectly  acquire  both  the  means  to  articulate  their 
interests  and  formal  access  to  relevant  decision-making  centres.  By  the 
same  token,  to  the  extent  that  societal  groups  are  involved  in  the  per¬ 
formance  of  policy  implementation  functions,  are  the  target  of  govern¬ 
mental  activities,  or  are  in  some  other  way  in  a  position  to  grant  or 
withhold  political  support,  they  gradually  acquire  mechanisms  of  articu¬ 
lation  and  access  to  relevant  decision  centres. ^ 

In  effect,  Bentley  is  suggesting  that  in  some  nonplural  systems 
the  groups  which  perform  policy  implementation  functions  include  not 
only  those  existing  within  the  governmental  apparatus  but  also  may  in¬ 
clude  some  groups  existing  beyond  it;  societal  groups  which  are  formally 
organised  and,  therefore,  have  the  capability  to  articulate  their  inter¬ 
ests  are  also  likely  to  be  involved  in  the  policy-making  process. 

To  summarise,  Bentley  hypothesises  that  certain  types  of  groups 
are  politically  active  in  nonplural,  nondemocratic  societies.  First, 
those  functional  and  territorial  groups  within  the  governmental  apparatus 
which  perform  policy  implementation  functions  will  be  politically  active 
on  appropriate  policy  issues.  Second,  societal  groups  involved  in  the 
performance  of  policy  implementation  functions  are  likely  to  be  partici¬ 
pants  in  relevant  policy-making  processes.  Third,  any  group  which  is 
able  to  acquire  an  organisational  base  is  a  potential  participant.  The 
politically  inactive  comprise  the  bulk  of  the  society's  members.  Any 
group  upon  which  the  political  leadership  does  not  depend  for  advice, 
assistance,  information  or  cooperation  to  ensure  successful  policy  im¬ 
plementation  is  excluded,  ignored,  disregarded,  or  dismissed  from  a  role 
in  the  policy-making  process.  Similarly,  any  group  unfortunate  enough  to 
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lack  an  organisational  base  is  poorly  equipped  to  articulate  interests 
and  achieve  access  to  decision-makers.  Without  an  organisational  base, 
a  group  will  remain  voiceless  until  and  unless  anomic  activity  occurs . 

In  light  of  Bentley's  hypothesis  it  is  worthwhile  to  characterise 
the  main  types  of  interest  groups  which  could  be  potential  participants 
in  the  policy  process  of  non-democratic  states.  In  doing  so  it  will  be 
possible  to  specify  more  precisely  the  likely  participants. 

Group  Classification 

Gabriel  Almond  identified  institutional,  nonassociational ,  anomic, 

and  associational  interest  groups  as  the  four  main  types  of  structures 
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involved  in  interest  articulation.  These  four  types  of  structures  are 
based  on  two  distinctions.  The  first  distinction  is  between  structures 
which  are  ostensibly  unorganised  or  have  highly  limited  organisation  and 
those  which  are  formally  organised  structures  of  interest  articulation. 
Institutional  and  associational  interest  groups  are  formally  organised 
structures  whereas  nonassociational  and  anomic  groups  are  not. 

The  second  distinction  is  between  structures  which  have  specified 
political,  economic,  or  social  functions  other  than  interest  articulation 
and  structures  which  are  specialised  with  respect  to  interest  articula¬ 
tion.  Institutional  and  nonassociational  groups  have  functions  other 
than  interest  articulation  but  associational  and  anomic  groups  are 
specialised  articulation  structures.  This  second  distinction,  drawn 
between  multifunctional  and  specialised  structures  of  interest  articula¬ 
tion,  has  been  called  into  question  in  the  light  of  theoretical  and 
empirical  research. 

Mancur  Olson  has  persuasively  argued  that  many  associational  groups 
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are  multifunctional  structures,  performing  a  range  of  economic  and  social 

18 

functions  in  addition  to  the  lobbying  function.  In  effect,  Olson 

argues  that  associational  groups  "obtain  their  support  mainly  because 

19 

they  perform  some  function  besides  lobbying."  The  articulation  func¬ 
tion  is,  to  use  Olson's  term,  a  "by-product"  function  performed  by 


associational  groups  "that  obtain  their  strength  and  support  because 
they  perform  some  function  in  addition  to  lobbying  for  collective  goods." 
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That  is  to  say,  associational  interest  groups  perform  functions  other  than 
and  in  addition  to  interest  articulation.  In  the  light  of  Olson's  work, 
the  characterisation  by  Almond  and  Powell  of  certain  groups  as  "special¬ 
ised  structures  of  interest  articulation"  is  evidently  inadequate  on 
theoretical  and  empirical  grounds.  Implicitly,  the  distinction  drawn 
between  associational  and  institutional  groups  is  called  into  question. 

Empirical  evidence  other  than  Olson's  also  suggests  that  the 
multifunctional  -  specialised  articulation  structure  distinction  is 
problematic.  Associational  groups  are  commonly  thought  of  as  existing 
not  within  the  machinery  of  government,  but  within  a  society.  They  are 
regarded  as  autonomous,  societal  structures  of  interest  articulation. 
Autonomous  associational  groups  similar  to  those  found  in  western  demo¬ 
cratic  states,  however,  are  not  to  be  found  in  communist  states.  Rather 


the  communist  counterpart  is  an  associational  structure  tied  to  the  state 
21 

apparatus.  Most  of  these  structures  are  nongovernmental  mass  organisa- 
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tions  created,  licensed  and  recognised  by  the  state.  Significantly, 


mass  organisations  usually  function  as  administrative  arms  of  the  state 
apparatus  by  performing  policy-implementation  and  mass  mobilisation 
functions.  In  China,  mass  organisations  are  formally  vested  with  a 
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representative  function  and  legally  responsible  for  the  defense  of  member 
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interests  and  the  articulation  of  those  interests.  The  non-govern¬ 
mental  organisations  which  exist  in  China  and  those  which  are  generally 
to  be  found  in  communist  states  are,  therefore,  formally  multi-functional 
structures . 

Olson's  theoretical  argument  and  the  position  of  nongovernmental 
organisations  in  China  and  other  communist  states  suggest  that  communist 
nongovernmental  multi-functional  structures  are  quite  similar  to  insti¬ 
tutional  structures  as  defined  by  Almond  and  Powell.  In  other  words, 
organised  groups  in  communist  states  are  not  designed  as  specialised 
structures  principally  for  interest  articulation,  but  are  intended  to 
perform  other  political,  economic  or  social  functions. 

Thus,  to  classify  groups  in  communist  states  it  is  not  very  use¬ 
ful  to  retain  the  second  distinction  made  by  Almond  and  Powell.  There 
is  utility,  however,  in  applying  a  more  traditional  distinction; 
specifically,  a  distinction  between  those  groups  which  exist  within  and 
beyond  the  state  apparatus.  A  classification  scheme  for  groups  in  com¬ 
munist  states,  in  other  words,  can  be  generated  on  the  basis  of  two 
distinctions.  Following  Almond  and  Powell,  groups  may  be  distinguished 
according  to  whether  they  are  formally  or  informally  organised  entities . 
Second,  formally  and  informally  organised  groups  can  be  found  in  both 
the  state  apparatus  and  society  at  large.  Using  these  distinctions, 
within  the  class  of  formally  organised  structures  there  are  three  types 
which  may  be  used  to  articulate  interests:  state  institutional  groups, 
societal  institutional  groups,  and  societal  quasi-institutional  groups. 
Within  the  class  of  informally  organised  structures  there  are  also  three 
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types  of  articulation  structures:  factions,  societal  nonassociational 
groups,  and  anomic  groups.  The  formally  organised  group  typically 
found  in  Western  states,  the  societal  associational  group,  does  not 
exist  in  communist  states  and  is  therefore  not  considered  further. 

The  various  types  which  are  found  in  communist  states  have  been 
graphically  represented  in  Figure  1.  State  institutional  groups  exist 
within  the  party,  government,  and  military  apparatus  at  national  and 
subnational  levels.  This  type  of  group,  therefore,  may  be  found  within 
such  organisations  as  the  Ministry  of  Foreign  Trade  in  China  and  the 
Strategic  Rocket  Force  in  the  Soviet  Union.  The  characteristics  of  state 
institutional  groups  are  the  same  as  those  of  Almond  and  Powell's  insti¬ 
tutional  groups:  they  exist  within  formal  organisations  "composed  of 

professionally  employed  personnel,  with  designated  political  or  social 

24 

functions  other  than  interest  articulation."  Interest  articulation  is 

performed  either  by  groups  acting  as  "corporate  bodies"  or  by  formal  and 

informal  subgroups  within  these  organisations  (such  as  departments  and 

branches,  or  intra-organisation  occupation  and  skill  groups)  which  "may 

articulate  their  own  interests  or  represent  the  interests  of  other  groups 

25 

in  the  society."  The  principal  difference  between  Almond  and  Powell's 
use  of  the  concept  of  an  institutional  group  and  that  to  which  it  is  put 
here  is  that  here  a  distinction  is  drawn  between  institutional  groups 
which  exist  within  the  overall  governmental  apparatus  and  those  which 
exist  in  society.  The  distinction,  in  other  words,  is  between  official 
institutional  groups  and  both  semi-official  and  non-official  institu¬ 


tional  groups . 
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Figure  1.  Groups  in  Communist  States 
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A  non-official  or  societal  institutional  group  is  to  be  found 
within  a  formal  organisation  with  a  professional  or  technical  membership 
performing  social,  economic,  scientific,  or  cultural  functions  on  an 
ongoing  basis .  By  this  term  I  mean  to  cover  such  organisations  as  the 
Institute  of  Economics  of  the  Academy  of  Sciences  in  the  Soviet  Union, 
other  research  institutes  and  universities,  and,  in  general,  all 
organisations  beyond  the  governmental  apparatus  which  house  individuals 
with  professional  and  technical  training  and  expertise.  This  would  also 
include  professional  and  technical  associations  which  exist  apart  from 
the  organisations  within  which  specialists  work  for  a  living.  In  the 
Chinese  case,  James  Townsend  has  identified  two  types  of  mass  organisa¬ 
tions  which  fall  into  the  societal  institutional  class.  Organisations 
such  as  the  Chinese  People's  Institute  of  Foreign  Affairs  and  the 
Chinese  People's  Association  for  Cultural  Relations  with  Foreign 
Countries  are  involved  in  "high-level  exchange  visits",  unofficial 
negotiations,  and  similar  work.  Their  activities  suggest  that  a  level 
of  expertise  exists  in  these  organisations  which  is  not  found  in 
societal  quasi-institutional  groups;  in  these  particular  organisations, 
individuals  possess  diplomatic  expertise.  Societal  level  groups  with 
some  degree  of  professional  or  technical  expertise,  therefore,  are 
classified  here  as  societal  institutional  groups.  Similarly,  the  type 
of  mass  organisation  Townsend  describes  as  "the  professional  or  technical 
association  that  has  a  relatively  small  and  exclusive  membership  and  that 
engages  in  some  'private'  activities  of  a  professional  or  scholarly 
nature,"  is  also  classified  as  a  societal  institutional  group.  Chinese 
examples  include  the  All  China  Federation  of  Natural  Science  Societies 


. 
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and  the  All  China  Federation  of  Literary  and  Arts  Circles.  The  dis¬ 
tinction  drawn,  then,  is  between  societal  level  organisations  oriented 
to  professionally  trained  and  technically  skilled  individuals  who  are 
members  of  the  intellectual  stratum  and  those  mass  organisations  which 
embrace  the  population  at  large. 

Societal  quasi-institutional  groups  consist  of  nongovernmental 
organisations  created,  licensed,  and  recognised  by  the  state.  The  term 
quasi-institutional  is  used  in  part  because  these  groups  have  a  close 
relationship  with,  but  are  not  formal  components  of  the  state  apparatus. 
Moreover,  they  are  not  composed  of  specialists.  Whereas  state  and 
societal  institutional  groups  are  elite  groups  organised  along  function¬ 
al  lines,  societal  quasi-institutional  groups  are  mass  level  structures 
organised  along  broad  occupational,  ethnic,  regional,  or  cultural  lines. 
Three  types  of  mass  organisations  which  fall  into  the  societal  quasi- 
institutional  category  have  been  identified  by  Townsend.  The  first  type 
consists  of  organisations  with  large  memberships  "primarily  devoted  to 

2 

the  political  mobilization  of  their  members  and  the  population  at  large." 
Typical  examples  include  the  Women's  Federation,  the  Communist  Youth 
League,  and  the  Students'  Federation.  The  second  type  of  quasi-institu¬ 
tional  group  is  composed  of  all  mass  organisations  "designed  to  advance 
the  Party  line  in  international  relations."  For  example,  the  associations 
for  friendship  with  foreign  countries  would  be  included.  The  third  type 
of  quasi-institutional  group  includes  rural  production  units.  In  other 
words,  agricultural  producer's  cooperatives  and  people's  communes  are 
quasi-institutional  groups.  The  cooperatives,  for  example,  were  empowered 
to  exercise  certain  governmental  functions,  but  were  formally  independent 
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of  the  basic-level  government  apparatus. 
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Turning  to  informally  organised  structures  of  interest  articula¬ 
tion,  it  is  possible  to  identify  one  type  within  the  state  apparatus  and 
two  within  society  at  large.  Factions,  which  are  informal  groups  with¬ 
in  the  state  apparatus,  tend  to  form  on  the  basis  of  a  shared  ideo¬ 
logical  perspective.  Membership  also  may  be  partially  based  on  common 

generation,  occupation,  or  class  attributes  as  well  as  school  ties, 

29 

friendships,  family  connections,  and  personal  loyalties.  Factions, 

then,  are  inclined  to  articulate  particularistic  interests,  as  opposed 

30 

to  institutional  or  collective  ones. 


Generally  speaking,  informal  articulation  structures  within 
society,  including  nonassociational  and  anomic  types,  can  be  regarded  as 
informal  societal  groups.  However,  there  are  differences  between  the 
two.  Almond  and  Powell's  characterisation  of  nonassociational  groups 
corresponds  to  the  former,  and  of  course  their  treatment  of  anomic 
groups  is  the  latter. 

Societal  nonassociational  groups  are  distinguished  by  their 
"intermittent  pattern  of  articulation,  the  absence  of  an  organized  pro¬ 
cedure  for  establishing  the  nature  and  means  of  articulation,  and  the 
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lack  of  continuity  in  internal  structure."  Although  non-associational 
groups  are  similar  to  anomic  groups  with  respect  to  their  highly  limited 
organisational  structure,  their  intermittent  pattern  of  political 
activity  and  interest  articulation  is  usually  only  one  of  the  functions 
they  perform.  Rooted  in  kinship,  ethnic,  and  regional  groups,  their 
more  typical  and  traditional  functions  are  carried  out  with  respect  to 
social  and  economic  activities.  When  acting  politically,  nonassociational 
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groups  informally  and  intermittently  articulate  their  interests  through 
individuals,  cliques,  family,  religious  leaders  and  so  on. 

Anomic  interest  groups  typically  coalesce  spontaneously,  entering 
the  political  system  via  assassination  and  various  forms  of  civil  dis¬ 
turbance  such  as  riots  and  demonstrations.  These  groups  characteristic¬ 
ally  have  limited  organisation  and  perform  activities  for  members  in  an 
irregular,  intermittent  and  summary  fashion.  According  to  Almond  and 
Powell,  anomic  groups  arise  and  penetrate  the  political  system  "par¬ 
ticularly  in  cases  where  explicitly  organized  groups  are  not  present,  or 

where  they  have  failed  to  obtain  adequate  representation  of  their  inter- 
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ests  in  the  political  system...".  Anomic  interest  group  activity 
occurs,  in  part,  when  the  members'  shared  interests  have  not  been 
articulated  and  introduced  into  the  political  system  by  some  other  means 
or  through  some  other  type  of  existing  group  structure.  This  draws 
attention  to  the  specialised  nature  of  anomic  activity  insomuch  as  it 
does  not  perform  any  other  functions  but  articulation  of  interest  or, 
more  accurately,  articulation  of  discontent. 

Group  Politics  in  Non-democratic  States 

Almond  and  Powell  regard  organised  groups  as  having  substantially 

greater  political  significance  due  to  the  advantage  they  possess  in  the 
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form  of  a  formal  organisation  structure.  They  argue  that  in  a  society 
populated  by  various  competing  organised  groups,  nonassociational  groups 
and  others  are  likely  to  experience  difficulty  in  successfully  articu¬ 
lating  their  interests.  To  compete  successfully  nonassociational  groups 

with  relatively  permanent  interests  eventually  develop  organised 
34 

structures.  Clearly,  this  also  applies  to  all  other  informal  groups. 


. 
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In  communist  states,  however,  such  a  development  may  be  intentionally 
thwarted.  Nonassociational  groups  and  other  essentially  unorganised 
societal  groups  may  nonetheless  acquire  some  means  to  articulate  their 
interests.  It  is  clear,  for  example,  that  genuine  anomy  may  be  expected 
to  occur  among  these  societal  level  groups  if  they  do  not  have  access  to 
formal  organisations  and  other  articulation  structures  such  as  the  media. 

This  expectation  is  elaborated  in  Bentley's  hypothesis.  In  terms 
of  the  modified  Almond  and  Powell  classification,  Bentley's  proposition 
regarding  group  activity  in  nondemocratic  states  is  this :  the  principal 
group  actors  in  nondemocratic  states  are  state  institutional  groups  and 
societal  institutional  groups  upon  which  the  political  authorities  rely 
for  relevant  technical  information  and  expertise,  advice,  recommenda¬ 
tions,  and  proposals  the  intent  of  which  is  to  ensure  successful  policy 
implementation.  To  the  extent  that  societal  quasi-institutional  groups 
are  implicated  in  policy  implementation  their  preferences  also  may  be 
taken  into  account.  Informal  societal  groups  are  peripheral  participants 
in  policy  processes,  and  articulate  interests  on  the  basis  of  anomy  if 
at  all. 

This  suggests  a  group  analysis  of  foreign  policy  outputs  in  com¬ 
munist  states  may  be  fruitful  if  the  focus  is  on  the  interests,  power, 
and  access  of  state  and  societal  institutional  groups.  In  the  Soviet 
case,  it  appears  that  such  groups  are  important  participants  in  the 
policy  process.  Vernon  Aspaturian  has  suggested,  in  a  speculative  essay 
on  group  influences  on  Soviet  foreign  policy,  that  the  key  actors  are 
institutional  groups  in  the  state  apparatus,  that  is,  groups  within  the 
government  and  party.  Societal  groups  may  be  important  on  occasion. 
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particularly  the  nationality  groups  and  certain  ethnic  minorities. 

Similarly,  David  Paul  maintains  that  elites  and  interest  groups  existing 

within  the  "governmental  power  structure"  are  "the  most  important 
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determinant  of  Soviet  foreign  policy."  Both  Aspaturian  and  Paul,  for 
example,  regard  the  military  establishment,  heavy  and  light  industrial 
enterprise  managers,  and  government  and  party  bureaucrats  as  members  of 
key  state  institutional  groups  shaping  foreign  policy.  Aspaturian  also 
draws  attention  to  the  cultural,  professional  and  scientific  intelligen¬ 
tsia  or,  as  they  are  called  here,  societal  institutional  groups. 

It  should  not  be  assumed  that  state  institutional  groups,  even  in 
the  same  policy  area,  share  similar  interests  and  policy  preferences, 
liana  Dimant-Kass,  for  example,  has  analysed  the  differences  within  the 
Soviet  military  establishment  as  reflected  in  published  policy  prefer¬ 
ences  concerning  the  Middle  East.  Dimant-Kass  found  that  competing 
preferences  were  expressed,  reflecting  the  different  organisational 

interests  and  responsibilities  of  different  branches  of  the  armed 
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forces.  In  addition  to  these  essays,  there  are  a  number  of  case 

studies  of  domestic  policy-making  in  the  Soviet  Union  and  Eastern 

Europe  which  have  highlighted  the  interests,  power,  and  access  of  state 
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and  societal  institutional  groups. 

In  the  Chinese  case,  there  are  indications  that  subnational 
institutional  groups  have  interests  bearing  on  foreign  policy.  One 
study,  for  example,  identified  subnational  state  institutional  groups 
-  provincial  military  and  minority  affairs  organisations  -  as  having  had 
various  interests  at  stake  in  the  resolution  of  the  Sino-Burmese  border 
dispute  in  1956.  In  addition,  it  has  been  hypothesised  that  provincial 
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foreign  trade  interests  are  an  important  influence  on  Chinese  foreign 
trade  policy. 

Parenthetically,  if  one  accepts  that  China  is  a  developing  state, 

then  the  studies  of  group  politics  in  the  Third  World  also  are  relevant 

here.  Generally  speaking,  it  is  institutional  groups  and,  to  a  lesser 

extent  informal  societal  groups  and  occasionally  anomic  groups  which  are 
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the  key  actors  in  the  politics  of  developing  states.  Thus,  whether 
the  PRC  is  viewed  either  as  a  non-democratic  polity  or  as  a  developing 
country,  state  and  societal  institutional  groups  are  probably  important 
political  actors  in  China.  Truman's  f reely-forming  associations  in  the 
private  sector  -  societal  associational  groups  -  may  be  expected  to  be 
peripheral  elements  in  the  policy  process,  if  they  exist. 

In  light  of  the  studies  of  group  politics  in  communist  states,  it 
is  reasonable  to  focus  on  state  and  societal  institutional  groups  to 
determine  whether  or  not  influence  is  being  exercised  on  Chinese  foreign 
policy  by  subnational  actors.  If  subnational  institutional  groups  do  not 
influence  Chinese  foreign  policy,  then  it  is  unlikely  that  any  other 
types  of  subnational  groups  could  do  so. 

The  Interest  Group  Approach 

Strictly  speaking,  group  interests,  power  resources,  access,  and 
the  decision-making  process  are  the  independent  variables  held  to  shape 
significantly  the  dependent  variable,  a  policy  output.  It  is  in  terms 
of  these  concepts  that  a  limited  number  of  real-world  referents  are 
singled  out  for  special  analytical  treatment. 

Two  of  these  conceptual  sectors,  groups  and  the  decision-making 
process,  already  have  been  touched  upon.  As  indicated,  in  communist 
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states  formally  organised  structures  -  state  and  societal  institutional 
groups  -  are  the  principal  group  actors.  For  purposes  of  the  present 
research,  attention  is  focused  on  formally  organised  state  and  nonstate 
groups  at  the  subnational  level,  and  their  component  subunits. 

The  policy  formulation  process  as  it  occurs  within  a  decision¬ 
making  centre  is  not  a  crucial  consideration  in  the  case  studies  to 
follow.  A  degree  of  certainty  concerning  the  determinants  of  policy 
outputs  is  attainable  even  though  the  decision-making  process  per  se  is 
not  a  matter  of  central  empirical  concern.  In  Chapter  I  two  reasons  were 
given  for  setting  aside  an  analysis  of  the  decision-making  process : 

(1)  the  group  approach  emphasises  the  investigation  of  pressures 
originating  outside  a  decision  centre  (rather  than  within  it)  which  in¬ 
fluenced  the  decision  actually  taken;  and  (2)  an  interest  group  explana¬ 
tion  of  a  policy  output  can  be  made  without  recourse  to  an  empirically- 
grounded  analysis  of  the  decision-making  process.  This  second  reason 
has  methodological  and  epistemological  underpinnings. 

The  practical  methodological  problems  surrounding  investigations 
of  processes  occurring  within  a  decision  centre  are  formidable.  Obtain¬ 
ing  relevant  information  on  internal  activities,  relationships,  and 
structures  is  difficult  regardless  of  the  country  in  question.  Not  sur¬ 
prisingly,  the  decision  centre  is  usually  "black-boxed"  as  a  result.  The 
same  procedure  has  been  used  in  the  case  studies  to  follow.  By  observing 
the  behavior  of  claimant  groups,  however,  it  may  be  possible  to  make  some 
inductive  generalisations.  For  example,  when  claimant  groups  obtain 
access  to  decision  centres  relevant  and  appropriate  to  the  issue  at  hand, 
group  activity  is  itself  "one  of  the  more  reliable  guides  to  the  loci  of 
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effective  power  in  any  political  system."  By  noting  the  points  in  the 

state  structure  at  which,  groups  seek  access,  one  will  at  least  have  some 

empirical  appreciation  of  the  locus  of  decision-making. 

From  an  epistemological  standpoint,  it  is  acceptable  to  select 

from  among  the  independent  variables  posited  by  the  approach  those  most 

amenable  to  empirical  research.  Those  more  empirically  intractable 

variables  may  then  be  subsumed  by  the  ceteris  paribus  clause,  along  with 
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other  known  and  unknown  forces  to  be  disregarded.  Within  the  con¬ 
ceptual  terms  of  the  approach,  this  generates  a  partial  explanation  of 
the  explanandum.  Though  empirically  weaker  than  the  ideal  of  a  full, 
direct  causal  explanation,  which  would  employ  all  variables,  the  validity 
of  a  partial  explanation  rests  with  the  variables  actually  used,  and  need 

not  be  compromised  significantly  by  the  fact  that  all  of  the  variables 
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advanced  by  an  approach  are  not  used. 

Nonetheless,  those,  rare,  brief  and  tantalising  glimpses  of 
decision-makers  groping  toward  the  resolution  of  an  issue  suggests  that 
they  do  exercise  some  influence  on  the  policy  produced.  These  indepen¬ 
dent,  intervening  influences  occurring  within  decision  centres  have  been 
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termed  "withinputs"  by  Easton.  It  is  important  to  recognise  the  sig¬ 
nificance  of  independent  inputs  arising  in  a  decision  centre;  in  some 
cases  an  adequate  explanation  of  a  policy  output  may  point  to  the  theo¬ 
retical  if  not  the  empirical  salience  of  withinputs.  For  example,  if  a 
group  possesses  both  relevant  power  resources  and  access  to  the  decision 
centre  and  yet  the  output  does  not  display  any  recognisable  imprint  of 
the  group's  demands,  then  there  must  have  been  other  additional  elements 
which  were  not  accounted  for  in  explaining  the  formulation  of  that  output. 


' 
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In  addition  to  other  successful  competing  groups  which  may  have  shaped 

the  output,  independent  factors  related  to  the  decision-making  process 

itself  or  some  other  feature  internal  to  the  decision  centre  may  be 

posited  as  a  source  of  the  unexpected  variation.  For  example,  one  source 

of  such  variation  is  the  emergence  of  factionalism  among  decision-makers. 

Thus,  to  the  extent  that  posited  group  interests,  power  resources,  and 

access  cannot  adequately  explain  a  particular  output,  one  is  compelled 
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to  search  further  afield  for  explanation. 

In  brief,  an  analysis  based  on  the  groups  involved  in  an  issue, 
the  demands  they  articulate,  their  possession  of  relevant  power  resources, 
and  the  extent  to  which  they  have  access  to  the  involved  decision  centre 
provide  the  basis  for  explaining  a  policy  output,  without  recourse  to  an 
elaborate  treatment  of  conversion  processes  internal  to  the  decision¬ 
making  structure.  By  bringing  empirical  evidence  to  bear  on  these  con¬ 
ceptual  sectors,  policy  outputs  become  explicable.  In  other  words,  for 
the  purposes  of  the  case  studies  it  is  a  group's  power  resources  and 
access  which  provide  the  means  to  exercise  influence  on  policy  formula¬ 
tion  in  a  direction  favorable  to  its  interests. 

Group  Interests 

Formally  organised  groups  have  well-defined  goals  related  to  the 
tasks  and  functions  they  perform.  Formally  organised  groups  tend  to  be¬ 
come  involved  in  those  specific  issues  which  directly  concern  them;  they 
concentrate  their  political  efforts  in  those  areas  most  directly  relevant 
to  their  concerns  and  which  are  expected  to  most  directly  benefit  them. 

Obviously,  they  will  not  tend  to  become  active  politically  on  issues 
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peripheral  to  their  functional  activities. 
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A  group  articulates  an  interest  or  demand  with  the  expectation 
that  a  positive  response  by  appropriate  political  authorities  will  in¬ 
crease  opportunities  to  carry  out  group  activities  in  pursuit  of  valued 
goals.  Demands,  therefore,  are  expressions  of  instrumental  values  ex¬ 
pected  to  mold  favorably  the  environment  so  as  to  make  the  realisation 
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of  substantive,  valued  functional  goals  feasible.  David  Easton's 

definition  of  a  demand  as  "an  expression  of  opinion  that  an  authoritative 

allocation  with  regard  to  a  particular  subject  should  or  should  not  be 
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made  by  those  responsible  for  doing  so"  is  compatible  with  the  defi¬ 
nition  used  here.  Demands,  then,  are  expressions  of  high  priority 
instrumental  values  or  preferences  that  have  not  been  or  are  not  expected 


to  be  fulfilled  through  nonpolitical  social  mechanisms.  Whether  narrow 
and  specific  or  general  and  vague,  demands  are  signals  for  eliciting  a 
response  from  political  authorities  congruent  with  the  content  of  the 
communications;  in  a  word,  to  elicit  a  favorable  and  "binding  decision". 
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Thus,  demands  may  be  expressed  verbally  or  implied  by  behavior  and 

.  .  51 

actions . 

Three  general  types  of  interests  may  be  distinguished:  institu¬ 
tional,  collective,  and  particularistic.  Institutional  interests  are 
those  interests  which  transcend  the  membership  and  concern  the  viability, 
preservation,  and  expansion  of  the  organisation  per  se.  These  are  the 
interests  which  an  institution  has  as  a  result  of  its  primary  organisa¬ 
tional  mission,  and  by  the  nature  of  the  functions  it  performs  to  dis¬ 
charge  its  assigned  mission.  Specifically,  institutional  interests  in¬ 
clude  the  maintenance  and  expansion  of  functional  jurisdiction,  pre¬ 
rogatives,  and  responsibilities,  the  receipt  of  sufficient  financial 
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appropriations  to  meet  organisational  needs  in  terms  of  trained  person¬ 
nel,  facilities,  equipment,  and  other  material;  and  the  preservation  of 
organisation  prestige. 

These  interests  will  tend  to  be  dominant  elements  in  the  articu¬ 
lation  of  policy  preferences  when  a  policy  issue  pertains  to  some  aspect 
of  institutional  maintenance  or  expansion.  For  example,  a  proposed 
appropriations  moratorium  to  the  functional  sector  within  which  the 
organisation  operates  will  directly  implicate  institutional  interests. 

More  generally,  any  issues  which  directly  affects  or  threatens  to  affect 
the  viability,  authority,  responsibility,  goals,  procedures,  or  relation¬ 
ships  of  the  organisation  will  trigger  the  articulation  of  institutional 
interests.  In  other  words,  the  articulation  of  institutional  interests 

focuses  on  those  policy  areas  which  may  benefit  or  damage  the  organisa- 
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tion  most  directly. 

Collective  interests  are  those  interests  which  are  shared  by  the 
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individual  members  of  the  organisation.  Collective  interests  include, 
for  example,  desires  for  adequate  salaries,  ample  training  and  promotion 
opportunities,  job  security,  special  privileges,  personal  social  prestige, 
and  so  on.  Collective  interests  are,  therefore,  interests  related  to 
such  categoric  groups  as  occupational  groups,  status  groups,  and  genera¬ 
tional  groups.  These  interests  are  not  necessarily  coextensive  with  the 
membership  of  a  particular  organisation,  sometimes  being  limited  to  the 
individuals  in  the  same  functional  sector  and  in  other  instances  extend¬ 
ing  across  many  organisations  and  functional  sectors.  In  the  latter  case, 
the  articulation  of  collective  interests  may  be  coordinated  between  and 


among  institutional  groups. 
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Finally,  particularistic  interests  may  be  distinguished  from 
institutional  and  collective  ones  in  that  these  are  the  sum  of  the  inter¬ 
ests  of  the  individual  decision-makers  within  the  institutional  group 
itself.  These  interests  may  be  based  on  the  personal  ambitions  and 
aspirations  of  the  members.  Particularistic  interests  may,  however, 
also  include  nationality,  ethnic,  locality,  and  ideological  interests 
which  the  decision-makers  seek  to  promote  through  the  organisation 
apparatus  they  dominate.  The  articulation  of  particularistic  interests 
in  communist  societies  is  regarded  by  political  authorities  as  illegiti¬ 
mate,  unauthorised,  and  usually  is  legally  prohibited  and  widely  sup¬ 
pressed.  If  these  interests  are  to  be  openly  expressed  they  must  be 
articulated  in  conjunction  with  related  and  compatible  institutional  and 
collective  interests  —  i.e.,  they  must  be  publicly  expressed  as  if  they 
were  institutional  or  collective  interests.  In  cases  where  societal 
nonassociational  (nationality,  ethnic,  regional,  ideological)  groups 
have  acquired  the  use  of  a  state  or  societal  institutional  base,  par¬ 
ticularistic  —  ethnic,  nationality,  regional,  ideological  —  interests 
may  be  articulated  more  distinctly.  In  such  instances,  institutional, 
collective  and  a  particularistic  interest,  such  as  maintenance  of  ethnic 
identity,  may  nonetheless  operate  and  be  expressed  simultaneously  by  the 
organisation's  decision-makers.  Particularistic  interests  may  be  articu¬ 
lated  by  a  single  organisation's  decision-making  body  or  by  coordinated 
efforts  on  the  part  of  decision-making  bodies  in  two  or  more  organisations, 
depending  on  whether  the  principal  interests  at  stake  are  institutional  or 
collective  ones. 

Usually,  particularistic  interests  will  not  be  readily  distinguish¬ 
able  from  institutional  and  collective  ones.  An  institutional  group's 


. 
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decision-making  body  must  be  concerned  not  only  with  aggregating  and 
articulating  its  own  particularistic  interests  but  also  with  aggregating 
and  articulating  institutional  and  collective  interests.  These  three 
interests  are  likely  to  be  articulated  simultaneously,  though  mixed  in 
various  proportions  depending  on  the  given  policy  issue.  In  a  communist 
context  it  is  significant  that  the  particularistic  interests  of  a 
decision-making  body  are  likely  to  be  sufficiently  blurred  by  the  simul¬ 
taneous  articulation  of  institutional  and  collective  interests  that  they 
may  be  successfully  hidden  under  justifications  of  promoting  the  general 
welfare.  Insomuch  as  particularistic  interests  cannot  usually  be  dis¬ 
cerned,  it  is  a  simplifying  assumption  used  in  this  study  that  the 
publicly  expressed  policy  preferences  of  an  institutional  group  are 
authentic  institutional  interests,  collective  interests,  or  a  mixture  of 
both. 

A  variety  of  questions  can  be  asked  to  determine  group  interests 
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in  communist  states.  in  the  case  studies  presented  in  Chapters  III  and 
IV,  four  questions  have  been  asked.  First,  the  particular  function  a 
group  is  charged  with  and  the  associated  activities  it  performs  will 
shape  the  demands  it  puts  forward  on  particular  relevant  policy  questions 
Groups  involved  with  various  aspects  of  the  fishing  industry,  for  example 
may  advance  demands  concerning  the  presence  of  foreign  fishing  vessels  in 
coastal  waters.  Based  on  their  functional  activities,  fisheries  groups 
would  not  be  expected  to  make  demands  concerning  the  mining  of  precious 
metals  in  mountainous  regions . 

The  location  at  which  a  group  performs  functional  activities  may 
implicate  it  in  certain  policy  questions.  To  stay  with  our  example. 


.  . 
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fishing  groups  will  seek  to  shape  decisions  regarding  foreign  access  to 
coastal  waters  in  the  direction  of  maximising  their  exclusive  control 
over  the  most  productive  coastal  waters.56 

Inferences  may  also  be  drawn  from  the  composition  of  a  group's 
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membership.  The  criteria  upon  which  members  are  selected  or  included 
in  a  group  allows  one  to  infer  a  group's  interests.  The  kind  of  criteria 
employed  clearly  implies  that  certain  individual  attributes  are  being 
stressed  and  others  are  not  regarded  as  relevant.  The  composition  of  a 
group,  then,  indicates  the  type  of  individuals  which  the  group  seeks  to 
recruit  and  roughly  identifies  the  potential  range  of  functional  activ¬ 
ities  the  group  will  be  involved  in  as  well  as  the  types  of  demands  it 
will  make.  For  example,  a  group  composed  of  the  domestic  dependents  of 
overseas  Chinese  may  make  demands  related  to  the  treatment  of  their 
relatives  abroad,  but  it  is  not  likely  to  do  so  with  respect  to  military 
procurement  policy. 

Finally,  group  interests  can  be  ascertained  by  reading  statements, 
speeches,  and  other  documentary  materials  bearing  on  a  particular  issue. 
Painstaking  but  very  effective,  this  has  been  the  principal  method  used 
by  most  analysts  of  interest  groups  in  communist  states.  Although  used 
in  conjunction  with  the  other  methods  mentioned,  it  is  perhaps  this 
method  of  extensively  searching  through  various  published  sources  for 
relevant  information  that  stands  out  most  clearly  in  the  case  studies 
presented  here.  The  term  "relevant  information"  means  information  per¬ 
taining  to  each  of  the  organising  concepts  used  in  the  case  studies. 
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Power  Resources 


The  term  power  resources  refers  to  capabilities  which  a  group  may 
use  to  attempt  to  influence  the  formulation  of  policy.  Generally  speak¬ 
ing,  power  resources  include  those  capabilities  through  which,  by 

threats  or  inducements,  groups  seek  to  press  their  demands  on  decision- 
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makers.  To  be  effective,  power  resources  must  be  under  the  control  of 
the  group  seeking  to  influence  a  decision.  In  addition,  the  resources 


must  be  relevant  to  the  issue  at  hand 
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Power  resources  include  but 


are  not  limited  to  offers  to  provide  and  threats  to  withhold  funding, 
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services,  opportunities,  and  information.  A  capability  to  provide  or 
withdraw  funding,  services,  and  opportunities  implies  both  the  authority 
to  make  certain  types  of  decisions,  and  control  over  the  appropriate 
implementation  apparatus.  The  possession  of  relevant  information, 
decision-making  authority  and  control  over  implemental  machinery  are 
three  important  power  resources  which  groups  use  in  their  efforts  to 
influence  decision-making  in  directions  favorable  to  their  interests. 

A  decision  centre  may  have  an  independent  capability  to  collect, 
collate,  and  analyse  information  and  prescribe  a  course  of  action. 

Groups  which  possess  such  a  capability  are  able  to  argue  their  particular 
case  persuasively  and  effectively.  The  possession  of  relevant  technical 
information  and  the  expertise  of  specialists  or  professionals  will  pro¬ 
vide  groups  with  the  capability  to  discuss  intelligently  the  issues  and 
argue  persuasively  for  and  defend  their  views  and  interests.  If  the 
decision  centre's  information  is  sparse  (as  it  usually  is),  the  control 

of  technical  knowledge  by  a  group  will  have  a  definite  impact  on  its 
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participation  in  and  influence  on  policy-making. 
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In  addition  to  relevant  information,  it  seems  likely  that  in  China 
groups  seeking  to  influence  policy  outputs  are  able  to  enhance  their  im- 

6  2 

pact  by  a  local,  trial  implementation  of  their  preferences  and  proposals. 

This  approach  not  only  generates  new  information  on  the  feasibility  of 

certain  proposals  but,  if  successful,  provides  a  visible  demonstration 

of  the  practicality  of,  and  benefits  accruing  from,  the  adoption  of 
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certain  proposals  rather  than  others.  The  authority  and  resources 
necessary  to  establish  model  units  and  other  experimental  programs  would 
seem  to  be  found  only  within  those  groups  existing  within  the  state 
apparatus.  The  important  point  is  that  a  group's  capability  to  implement 
a  policy  experimentally  and  its  ability  to  demonstrate  that  implementa¬ 
tion  is  feasible  on  a  larger  scale  has  consequences  for  policy  formula¬ 
tion. 

Policy  formulation  involves  more  than  choosing  between  available 
alternatives.  It  also  entails  selecting  the  appropriate  means  to  im¬ 
plement  a  decision.  The  involved  decision  centre  is  rarely  the  body 
charged  with  actual  policy  implementation.  Thus,  the  decision  centre 
must  be  sensitive  to  the  interests  of  the  group  or  groups  which  possess 
relevant  implementation  capabilities  -  personnel,  funds,  and  other  re¬ 
sources  used  to  carry  out  a  decision.  If  a  proposal  favored  by  decision¬ 
makers  is  not  supported  by  those  who  would  be  needed  to  implement  it, 
then  the  proposal  may  be  modified  to  meet  their  objections;  the  proposal 
may  be  reconsidered  in  the  light  of  implementation  capabilities  controlled 
by  groups  supporting  the  proposal;  or  the  proposal  may  well  be  shelved, 
and  other  alternatives  considered.  In  the  event  that  key  groups  which 
possess  vital  capabilities,  to  which  there  are  no  alternatives,  do  not 
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support  a  proposal,  the  decision  centre  could  elect  to  apply  varying  de- 
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grees  of  force  through  the  imposition  of  negative  sanctions. 

However,  a  group  with  predominant  control  over  the  means  of  im¬ 
plementation  in  a  particular  functional  sphere  has  an  enormous  bargain¬ 
ing  advantage.  Without  its  cooperation  and  support,  at  the  very  least 
its  compliance,  a  decision  may  not  be  carried  out.65  Alternatively,  the 
group  involved  may  implement  the  decision  or  certain  provisions  of  the 
decision  with  its  own  interests  in  mind.  Even  if  a  monopoly  over  the 
means  of  implementation  does  not  exist,  the  group  interpretation  of 
policy  proposals  probably  will  be  made  in  terms  of  its  impact  on  the 
functional  activities  performed  by  the  group,  and  the  associated  costs 
and  benefits  involved.  Similarly,  in  responding  to  an  issue  with  its  own 
proposal,  a  group  will  tend  to  formulate  measures  to  match  its  implementa¬ 
tion  capabilities.  Groups  may  be  expected  to  behave  in  this  way  because 
such  a  response  stresses  a  group's  singular  control  and  direction  of  a 
functional  area  while  minimising,  if  not  precluding, interference  from 
other  groups. 

This  suggests  that  there  is  a  fundamental  need  to  build  a  con¬ 
sensus  among  those  groups  which  are  to  be  charged  with  policy  implementa¬ 
tion.  To  the  extent  that  this  is  the  case,  groups  with  relevant  capa¬ 
bilities  are  able  to  proffer  or  threaten  to  withdraw  their  support  for  a 
particular  proposal.  A  decision  taken  without  some  degree  of  participa¬ 
tion  by  groups  which  may  be  required  for  implementation  is  likely  to  be 
regarded  by  them  as  not  being  binding.  Meaningful  policy-making  must  be 
alert  to  and  anticipate  this  possibility.  The  prospects  for  the  success¬ 
ful  implementation  of  a  policy  presented  as  a  fait  accompli  would  seem 
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poor.  In  order  to  promote  support  for  a  proposal  and  resolve  disagree¬ 
ments  prior  to  implementation,  therefore,  key  groups  which  could  be 
charged  with  policy  implementation  may  be  afforded  an  opportunity  to 
participate  in  decision-making. 

It  should  be  noted  that  this  seems  to  be  the  case  in  the  PRC.  In 
a  study  of  five  decisions  taken  by  the  Chinese  national  government  be¬ 
tween  1955  and  1966,  Parris  Chang  did  not  find  the  policy  process  to  be 
dominated  by  a  small  number  of  top  leaders  who  agreed  on  goals  and  acted 
alone.  According  to  Chang,  "...  the  process  was  accessible  to  a  sig¬ 
nificant  number  of  party  officials  below  the  top  level  of  the  leadership 
hierarchy  (the  Politburo  and  its  Standing  Committee) ,  many  of  them  from 
the  provinces,  and  these  officials  affected,  in  various  ways  and  in 

varying  degree,  the  formulation  and  implementation  of  the  regime's 
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policy."  Of  direct  relevance  to  the  present  discussion  is  Chang's 
finding  that  "...  the  top  leadership  sought  and  took  into  account 
opinions  of  CC  members,  many  of  whom  occupied  key  positions  in  both  the 
central  and  provincial  apparatus  relied  upon  to  implement  central 
directives. 

Access 

Access  refers  to  "the  channels  through  which  group  interests  are 
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conveyed  to  influence  policy-making."  It  is  important  to  realise  that, 

in  Truman's  words,  access  is  unequally  distributed,  providing  "some 

groups  with  better  and  more  varied  opportunities  to  influence  key  points 
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of  decision  than  others."  Access  channels,  therefore  are  "rarely 
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neutral";  they  "handicap  some  efforts  and  favor  others."  To 
Schattschneider ' s  observation  that  "organisation  is  itself  a  mobilization 
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of  bias  in  preparation  for  action",  it  may  be  added  that  access 
mechanisms  are  the  channels  through  which  bias  is  articulated.  In 
effect,  access  provides  opportunities  to  influence  decision-makers  in 
the  direction  of  a  group's  policy  bias.  A  group  with  access  can  trans¬ 
mit  its  policy  bias  directly  to  decision-makers,  whereas  one  without 
access  cannot  do  so.^ 

The  significance  of  access  should  not  be  underestimated.  Accord 

ing  to  Truman,  "The  product  of  effective  access  ...  is  a  governmental 
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decision."  If  he  is  correct  then  the  product  of  unequal  and  inequi¬ 
table  access  must  be  biased  governmental  decisions.  Thus,  all  groups 

seeking  favorable  governmental  policy  outputs  share  in  common  "the 
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attempt  to  achieve  effective  access  to  points  of  decision." 

There  are  two  key  mechanisms  which  provide  access,  namely  organi 
sational  linkages  and  multiple  memberships.  On  the  one  hand,  organisa¬ 
tional  linkages  may  tie  one  group  to  another  group,  and  on  the  other, 
they  may  link  those  groups  to  a  decision  centre.  Communications  links 
exist  within  organisations  tying  together  a  variety  of  subunits  engaged 
in  specialised  activities.  Similarly,  organisational  linkages  may  cut 
across  different  organisations  at  different  hierarchic  levels.  Organi¬ 
sational  linkages  between  a  group  and  a  decision  centre  are  character¬ 
istically  standard,  stable,  and  routine  communication  channels  facili¬ 
tating  message  exchanges  prior  to,  during,  and  after  policy  formulation 
These  channels  also  promote  monitoring,  coordinating  and  administering 
of  existing  policy.  Organisational  linkages  are  to  be  found  usually 
among  the  various  agencies,  committees,  departments,  and  ministries  of 
the  state  apparatus,  linking  together  organisations  at  the  same  and 
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different  administrative  levels.  Given  the  apparent  importance  of  state 
institutional  groups  in  policy  formulation,  such  organisational  linkages 
become  very  important. 

In  addition  to  tying  one  part  of  the  state  apparatus  to  another, 

formal  channels  link  nongovernmental  groups  to  the  state  apparatus.  In 

both  cases,  however,  possession  of  organisationally-based  access  to  one 
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decision  centre  does  not  ensure  access  to  all  other  decision  centres. 
Organisational  channels  linking  groups  to  a  decision  centre  tend  to 
exist  along  lines  of  functional  activity  and  specialisation.  In  other 
words,  both  state  and  societal  institutional  groups  performing  a  certain 
set  of  interrelated  activities  will  tend  to  be  attached  to  the  decision 
centre  which  formulates  policy  relevant  to  their  activities.  Organisa¬ 
tional  communication  channels  may  also  exist  between  groups  and  special¬ 
ised  permanent  and  ad  hoc  committees,  and  working  groups,  established 
by  the  decision  centre  and  charged  with  making  policy  recommendations 
and  proposals  concerning  certain  types  of  more  specific  activity  within 
a  functional  area. 

Multiple  memberships  refer  to  the  access  mechanism  provided  by  an 
individual's  occupation  of  important  positions  in  two  or  more  different 
groups .  Given  two  separate  groups ,  those  individuals  who  are  members  of 
both  groups  have  overlapping  membership.  If  those  individuals  are 
members  of  the  active  leadership  in  both  groups ,  that  is  an  important 
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linkage.  When  a  decision  is  being  taken  in  one  organ,  the  individual 
with  overlapping  membership  may  be  used  as  a  channel  through  which  the 
demands  of  the  other  group  are  transmitted.  According  to  Almond  and 
Powell,  this  type  of  access  mechanism,  which  they  term  elite  representa¬ 
tion,  "may  take  the  form  of  the  presence  of  a  group  member  in  the  rule- 
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making  structure,  or  of  sympathetic  representation  by  an  independent 


elite  figure 
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Unlike  other  access  channels,  elite  representation 


offers  a  group  the  advantage  of  "direct  and  continued  articulation  of 
its  interests  by  an  involved  member  of  the  decision-making  structure." 


78 


An  individual  may  share  certain  attitudes  characteristic  of  a 

group  of  which  he  is  not  a  formal  member.  This  would  seem  to  be  one 

important  basis  of  "sympathetic  representation."  Truman  refers  to  such 

persons  as  "fellow  travelers"  or  individuals  "who  may  or  may  not  be 

eligible  for  formal  membership,  but  who  act  or  interact  with  actual 

members  with  a  frequency  that  in  certain  types  of  political  situations 
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may  be  of  considerable  importance."  Thus,  one  clue  to  a  decision¬ 
maker  acting  as  a  "sympathetic  representative"  is  evidence  of  his  inter¬ 
action  with  members  of  the  group  in  question. 

Truman  considers  multiple  memberships  as  likely  to  be  a  more  im- 
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portant  access  mechanism  than  formal  organisational  linkages.  In  this 

regard  Almond  and  Powell  specifically  single  out  state  institutional 

groups.  "Governmental  institutional  interest  groups  have  particular 

influence,  since  their  members  often  find  themselves  in  daily  contact 

with  the  active  decision-making  elites,  and  usually  constitute  part  of 
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the  elite  structure  directly  concerned  with  relevant  interests."  In 

other  words,  members  of  the  state  institutional  groups  normally  are 

members  of  the  decision-making  structure  responsible  for  formulating 

policy  directly  relevant  to  the  interests  of  the  group.  Dial  has  sug- 
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gested  that  this  is  the  case  in  China.  He  advances  two  reasons  for 
the  phenomenon  of  shared  memberships  in  China.  First,  due  to  severe 
limitations  on  the  availability  of  qualified  personnel,  "particularly 
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valuable  people  have  been  obliged  to  perforin  several  roles  in  a  variety 
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of  organizations."  Second,  the  existence  of  a  Party  structure  along¬ 
side  the  government  apparatus  has  been  based  on  dual  rule.  The  notion 

of  dual  rule  by  Party  and  government  "has  at  its  core  a  system  of  dual 
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...  memberships."  Accordingly,  one  can  expect  to  find  these  shared 
memberships  operating  as  access  channels  to  relevant  decision  centres 
in  both  the  Party  and  the  government,  and  perhaps  elsewhere  in  China. 

In  brief,  the  dual  membership  mechanism  facilitates  access  to  a 
decision  centre  by  virtue  of  providing  a  group  with  one  or  more  contacts 
within  the  decision  centre.  The  decision-makers  with  a  group  affilia¬ 
tion  are  likely  to  be  familiar  with  the  group's  activities,  goals,  and 
perspectives.  Moreover,  they  are  capable  of  translating  and  presenting 
the  group  demands  in  terms  acceptable  and  understandable  to  the  rest  of 
the  decision-makers .  By  virtue  of  their  membership  in  the  decision 
centre,  dual  members  have  additional  and  frequent  contact  with  indi¬ 
viduals  who  may  not  be  directly  accessible  to  the  group  itself.  Finally, 
the  dual  member  is  in  a  position  to  minimise  and  correct  misunderstand¬ 
ings  and  misinterpretations  as  these  arise  during  policy  formulation. 

As  indicated  above,  the  transmission  of  policy  preferences  is 
biased  in  favor  of  those  groups  which  at  any  given  moment  dominate  access 
to  a  decision  centre.  In  this  respect,  organisational  linkages  between 
groups  and  a  decision  centre  are  important  because  they  set  general 
limits  on  the  universe  of  groups  able  to  participate  in  the  deliberations 
of  the  decision  centre.  Organisational  linkages  carry  with  them  a  tacit 
recognition  of  the  legitimate  participation  of  some  groups  and  not  others . 
These  linkages  to  a  decision  centre  are  significant  only  when  the  issue 
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under  consideration  is  relevant  to  the  performance  of  a  group's  activi¬ 
ties.  Access  to  a  decision  centre  on  the  basis  of  organisational  chan¬ 
nels,  therefore,  is  restricted  to  and  routinised  with  respect  to  issues 
bearing  on  the  performance  of  a  group's  activities. 

The  bias  favoring  existing  transmission  channels  affects  which 
groups  are  favored  with  informal  access  and  which  are  excluded  from 
even  that  mechanism.  Groups  which  possess  routine  access  on  certain 
kinds  of  issues  may  themselves  act  as  channels  through  which  other  groups 
in  and  out  of  the  state  apparatus  express  their  preferences.  In  other 
words,  even  though  a  group  is  excluded  from  the  decision  centre  the 
group's  preferences  may  be  transmitted  by  another  group  which  does  pos¬ 
sess  access.  Nevertheless,  the  included  group  is  not  likely  to  act  as 
a  conduit  for  demands  opposed  to  or  contending  with  its  own.  To  the 
extent  that  this  is  the  case,  organisationally-based  access  is  biased. 

To  the  extent  that  organisationally-based  access  varies  with  the 

issue,  the  groups  with  access  vary,  and  indirect  access  to  the  decision 

centre  by  other,  formally  excluded  groups  also  varies;  and  as  each  of 

these  is  altered  the  bias  which  may  be  expected  in  the  output  will  change 

accordingly.  This  biasing  effect  in  the  policy  process  is  also  evident 

with  respect  to  multiple  memberships.  Whether  formal  or  informal  multiple 

membership,  the  sources  and  patterns  of  recruitment  from  various  groups 

into  decision  centres  as  well  as  existing  multiple  memberships  enforces 

a  bias  regarding  access .  The  bias  inherent  in  the  multiple  membership 
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access  mechanism  shapes  the  policy  output,  by  skewing  it  torward  and 
in  favor  of  those  groups  with  overlapping  membership  which  provides 


access  to  the  decision  centre. 
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Group  dominance  over  channels  of  demand  transmission  contribute 
to  a  similar  bias  in  the  decision-making  process  and,  therefore,  is 
reflected  in  the  policy  output  or,  more  generally,  the  pattern  of 
policy  outputs. 

To  the  extent  that  biased  access  channels  are  firmly  entrenched, 
the  group-decision  centre  relationship  will  tend  toward  stability, 
permanence,  and  routinisation.  This  suggests  that  the  policies  and 
decisions  produced  will  tend  to  be  incremental  rather  than  comprehensive. 
Existing  group  claims  and  capabilities  will  be  incrementally  strength¬ 
ened  over  time  as  the  group  and  the  decision  centre  undergo  a  process 
of  mutual  adjustment  with  respect  to  goals  and  means  in  a  particular 
policy  area.  Both  parties  accept  that  the  group's  political  and  im- 
plemental  support  for  the  decision-making  unit  will  be  exchanged  for 
the  accommodation  of  group  demands.  Present  and  future  policy  under 
such  conditions  will  tend  to  be  similar  to  past  policy  outputs  in  a 
particular  functional  area.  In  short,  if  access  is  biased,  that 
prejudice  is  transmitted  and  converted  into  the  substantive  content  of 
the  policy  produced. 

Thus  far  it  has  been  more  or  less  implicit  in  the  discussion 
that  access  involves  opportunities  to  influence  policy-making.  To  have 
an  influence  on  policy-making,  a  group  needs  to  possess  access  to  the 
relevant  decision  centre.  Access  per  se  does  not  necessarily  imply  that 
influence  has  been  exercised.  It  does  imply  that  the  opportunity  to 
attempt  to  influence  policy-making  exists.  Thus,  access  is  associated 
with  potential  influence.  Groups  possessing  access  are  groups  which  can 
influence  policy-making,  but  not  necessarily  all  of  those  groups  actual- 
ly  do  influence  policy-making.  In  other  words,  access  identifies  the 
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relevant  and  available  channels  of  demand  transmission  which  could  be 
used  if  the  group  determined  to  attempt  to  influence  the  policy-making 
process . 

The  question  which  must  be  answered,  then,  is  under  what  con- 

8  7 

ditions  will  groups  with  access  attempt  to  influence  policy  formulation? 

As  William  Gamson  observes,  a  fundamental  feature  of  prevalent  notions 
of  influence,  and  most  clearly  alluded  to  by  Robert  Dahl,  is  "the  require¬ 
ment  that  the  decision-making  behavior  of  authorities  has  been  altered 
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from  what  it  would  have  been  in  the  absence  of  the  influencer."  Al¬ 
though  it  may  be  possible  to  introduce  and  remove  "inf luencers"  in  ex¬ 
perimental  research  such  an  option  is  not  open  to  historical  case  study 
designs.  The  analysis  of  a  particular  historical  case  precludes  the 
investigator's  control  over  the  presence  or  absence  or  "inf luencers" . 

In  other  words,  in  attempting  to  explain  group  impact  on  historical 
policy  events  it  is  likely  to  be  exceedingly  difficult  to  determine  if 
the  behavior  of  decision-makers  "has  been  altered  from  what  it  would 
have  been"  in  the  absence  of  groups  which  were  historically  present  and 
active  at  the  time.  One  method  is  to  compare  cases  on  similar  policy 
issues  in  which  the  mix  of  active  groups  has  changed . 

However,  there  is  an  alternative.  Dahl  cites  two  necessary  con¬ 
ditions  which  must  be  present  before  the  exercise  of  influence  may  be 
deduced.  It  should  be  noted  that  both  conditions  are  basic  not  only  to 
the  exercise  of  influence,  but  to  all  hypothesised  relationships  thought 
to  be  causal.  The  first  condition  is  that  of  temporal  precedence.  A 
group  suspected  of  exercising  influence  must  necessarily  take  actions 
which  temporally  precede  the  decision  centre's  response.  The  articulation 
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of  demands  must  precede  the  enunciation  of  policy.  The  second  condition 

is  that  there  exist  some  kind  of  "connection"  between  the  suspected  in- 
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fluencer  and  the  subject  of  influence.  The  notion  of  a  connection 

existing  is  conceptualised  here  as  "access".  This  accords  with  Gamson's 

point  that  while  "there  need  not  necessarily  be^  an  action  by  the  influ- 
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encer,  there  must  be  the  possibility  for  action." 

There  are  two  additional  criteria  upon  which  to  assess  group  in¬ 
fluence:  the  relevance  of  the  issue  for  the  group  in  question  and  the 

extent  to  which  group  interests  are  accommodated  by  the  policy  output. 

A  policy  issue  does  not  impinge  upon  all  groups  in  the  same  manner  or 
degree.  Nor  do  different  policy  issues  impinge  upon  the  same  group  in 
the  same  manner.  The  salience  or  relevance  an  issue  has  for  a  group  in 

large  part  determines  whether  or  not  the  group  will  attempt  to  exercise 
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influence.  In  other  words,  groups  are  politically  mobilised  "chiefly 

through  the  impact  of  public  policies,  either  policies  actually  adopted 
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or  policies  which  are  'threatened'."  The  notion  of  policy  causing 
political  behavior  satisfies  an  important  need  in  discussing  the  exer¬ 
cise  of  influence.  Specifically,  when  the  activities  performed  by  a 
group  are  impinged  upon  in  a  direct,  germane  or  conspicuous  manner  by 
established  or  proposed  policies,  the  groups  implicated  will  respond 
politically.  Whether  the  response  is  favorable  or  unfavorable  to  the 
policy  issue  will  vary  according  to  the  positive  or  negative  impact 
experienced  or  anticipated.  In  other  words,  given  that  a  group  is 
affected  by  the  consequences  of  established  policy  or  expects  to  be 
affected  by  the  consequences  of  proposed  policy ,  it  may  be  assumed  that 
the  group  will  use  its  access  to  the  relevant  decision  centre,  in  an 
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attempt  to  influence  policy  formulation.  The  subset  of  groups  with 
access  which  actually  influence  policy,  therefore,  is  composed  of 
groups  affected  by  established  or  proposed  policy.  In  combination  with 
these  three  criteria,  evidence  that  a  policy  output  has  accommodated  a 
group  interest  provides  the  basis  for  attributing  influence  to  one  group 
or  set  of  groups  rather  than  another. 

The  position  taken  here,  then,  consciously  seeks  to  avoid  the 
conceptual  and  methodological  difficulties  raised  by  the  notion  of  in¬ 
fluence.  To  the  extent  that  (a)  a  group's  activities  are  involved  in  a 
policy  issue,  (b)  the  group's  articulated  demands  precede  the  promulga¬ 
tion  of  a  policy  output,  (c)  the  group  is  in  a  position  to  exercise  in¬ 
fluence  by  virtue  of  its  power  resources  and  access  to  decision-makers, 
and  (d)  the  group's  demands  are  incorporated  or  accommodated  in  a  policy 
output,  the  group  has  exercised  a  degree  of  influence  and  achieved  some 
of  its  aims.  Gamson  claims  that  "one  cannot  conclude  that  no  influence 
has  occurred  simply  by  a  failure  to  achieve  a  preferred  outcome.  A 
partisan  group  may  start  with  little  chance  of  a  policy  being  accepted, 
but  by  waging  a  vigorous  fight,  it  may  reach  a  point  where  acceptance  of 
the  policy  is  touch  and  go.  Perhaps  in  the  end  the  group  loses,  but  the 
change  from  almost  certain  failure  to  a  near  miss  is  a  mark  of  its  influ- 
ence."  A  group  which  moves  from  "certain  failure  to  a  near  miss"  is 
still  a  group  which  failed  to  obtain  a  favorable  policy  output.  The 
position  taken  here  is  that  given  that  Gamson 's  group  had  access  and  the 
issue  in  question  impinged  upon  the  group's  activities,  the  most  that 
can  be  concluded  is  that  the  group's  attempt  to  exercise  influence  was 
unsuccessful.  More  importantly,  the  approach  used  here  relies  upon  the 
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extent  to  which  a  group's  preferences  are  recognisably  incorporated  in¬ 
to  a  policy  output  to  gauge  the  successfulness  or  unsuccessfulness  of 
an  effort  to  exercise  influence.  Because  Garrison' s  underdog  group  did 
not  leave  any  imprint  upon  the  policy  output  it  therefore  failed  to 
exercise  any  recognisable  influence  on  policy  formulation. 

In  short,  an  analysis  of  power  resources  and  access  will  provide 
a  useful  means  of  cross-checking  the  extent  to  which  influence  may  be 
attributed  to  a  group  on  the  basis  of  an  analysis  of  the  correspondence 
between  group  demands  and  the  policy  output  in  question. 

Policy  Outputs 

In  the  conceptual  framework  presented  here,  the  policy  output  is 

the  dependent  variable.  It  is  the  object  of  explanation.  Lewis  Froman 

points  out  that  when  analysts  posit  "policy"  as  their  dependent  variable, 

they  too  often  fail  to  treat  it  as  a  variable.  Too  little  attention  is 
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paid  to  specifying  the  behavior  to  be  explained.  This  implies  that 

insufficient  attention  has  been  given  to  specifying  the  range  of  avail¬ 
able  alternatives  from  which  decision-makers  choose.  There  is,  in  other 
words,  a  tendency  to  disregard  the  different  values  which  may  be  assumed 
by  the  dependent  variable  when  the  weight  or  value  of  independent  vari¬ 
ables  is  altered.  Froman,  then,  is  drawing  attention  to  the  need  to 
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link  each  type  of  variable  if  theory  building  is  to  progress.  In  both 
of  the  cases  investigated  here,  an  effort  has  been  made  to  take  account 
of  Froman ' s  plea  for  specificity  regarding  the  dependent  variable.  An 
account  of  the  dependent  variable  in  each  case  study  has  been  given  in 
the  appropriate  chapters . 

To  summarise,  the  conceptual  framework  used  to  explain  the  foreign 
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policy  outputs  posited  in  Chapters  III  and  IV  has  been  presented.  It 
has  been  argued  that  Chinese  foreign  policy  outputs  can  be  illuminated 
by  an  analysis  of  group  interests,  power  resources  and  access  to 
decision  centres.  Each  of  these  concepts  has  been  discussed  in  detail. 
It  has  been  argued  that  the  main  types  of  interest  groups  which  could 
be  potential  participants  in  the  Chinese  foreign  policy-making  process 
are  state  and  societal  institutional  groups.  Finally,  the  question  of 
group  influence  on  decision-making  has  been  examined,  and  the  grounds 
were  established  for  determining  whether  a  group  exercised  influence  on 
the  decision-making  process. 
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CHAPTER  III 


SUBNATIONAL  INTERESTS ,  POWER  AND  POLICY: 

WHY  THE  PRC  IMPORTS  WHEAT 

In  this  chapter  an  interest  group  analysis  is  undertaken  of  one 
aspect  of  Chinese  foreign  trade  policy.  Specifically,  a  case  study  is 
presented  to  show  how  subnational  authorities  shaped  China's  decision 
to  import  wheat  in  1961. 

As  shown  in  Table  1,  Chinese  grain  imports  in  the  1950s  were 
negligible  compared  to  those  in  the  following  two  decades.  In  fact, 

China  was  a  net  exporter  of  grain  in  the  1950s.  Since  1961  the  People's 
Republic  of  China  (PRC)  has  imported  on  average  each  year  5.1  million 
metric  tons  of  grain  at  an  estimated  cost  of  $300  to  $400  million  (U.S.).^ 
Wheat  imports  have  averaged  4.6  million  metric  tons  annually.  Thus, 
wheat  imports  represent  about  90  per  cent  of  China's  annual  grain  imports. 

Against  this  costly  importation  of  wheat  must  be  placed  the  fact 
that  processed  and  unprocessed  products  originating  in  the  agricultural 
sector  account  for  roughly  75  per  cent  of  the  PRC's  exports.  These 
agricultural  exports  are  fundamental  to  China's  long-term  industrialisa¬ 
tion  efforts:  agricultural  exports  provide  a  large  part  of  the  foreign 
exchange  earnings  with  which  to  finance  the  import  of  whole  plant, 
machinery,  and  other  equipment  required  by  the  developing  industrial 
sector.  Foreign  wheat  purchases  run  counter  to  general  expectations 
concerning  the  commodity  composition  of  the  PRC's  imports,  and  the 
associated  utilisation  of  available  but  scarce  foreign  exchange.  It  is 

perhaps  for  this  reason  that  scholarly  interest  in  seeking  an  explanation 
has  not  waned. 
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TABLE  1.  CHINESE  GRAIN  IMPORTS,  1952-77 

(1,000  tons) 


Year 

Wheat"'" 

Coarse  grains 

,  2 

Total 

1952 

15 

1953 

32 

36 

1954 

21 

21 

1955 

1 

4 

163 

1956 

2 

89 

1957 

29 

140 

1958 

127 

31 

170 

1959 

9 

9 

1960 

28 

1961 

4,093 

1,446 

5,601 

1962 

3,957 

1,160 

5,122 

1963 

5,455 

65 

5,617 

1964 

5,107 

1,110 

6,294 

1965 

5,774 

138 

6,024 

1966 

5,743 

20 

5,814 

1967 

4,133 

160 

4,354 

1968 

4,340 

20 

4,393 

1969 

3,928 

6 

3,939 

1970 

4,950 

13 

4,963 

1971 

3,022 

107 

3,135 

1972 

4,252 

390 

4,655 

1973 

5,982 

1,658 

7,642 

1974 

5,345 

1,428 

6,773 

1975 

3,339 

95 

3,459 

19763 

1,921 

2,061 

19773 

6,900 

6,900 

‘'"includes  wheat  flour  converted  to  whole  grain  equivalent. 

2 

includes  small  amounts  of  rice  imports. 

^preliminary . 

Source:  Frederic  M.  Surls,  "China's  Grain  Trade,  in  Joint  Economic 

Committee  (95th  Congress,  2nd  Session),  Chinese  Economy  Post-Mao, 
(Washington,  D.C.:  U.S.  Government  Printing  Office,  November  1978),  p.  655. 
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Contending  Explanations 

Several  explanations  have  appeared  in  the  literature  at  various 
times.  It  is  worthwhile  to  review  the  three  principal  hypotheses: 
rice-for-wheat ;  food  shortages;  and  decentralisation. 

The  rice-for-wheat  hypothesis  is  based  on  the  fact  that  the  pre¬ 
vailing  world  price  for  rice  is  considerably  higher  than  that  for  wheat. 
Chen  Ming,  Director  of  the  Third  Bureau,  Ministry  of  Foreign  Trade, 
pointed  out  in  1964  that  "if  we  import  wheat,  we  can  export  soya  bean 
and  rice  and  other  processed  food  grain  -  and  the  price  for  rice  and 

soya  bean  is  higher  than  for  wheat.  This  is  a  good  means,  in  other 

2 

words,  of  making  money."  The  argument  draws  attention  to  the  economic 

rationality  of  exporting  rice  and  importing  wheat,  because  this  trans- 

3 

action  entails  a  relative  financial  gain  for  the  PRC.  Upon  closer 

examination,  however,  the  explanation  flounders:  rice  exports  and  wheat 

imports  do  not  represent  a  quantitatively  balanced  transaction.  Feng-hwa 

Mah  found  that  there  were  considerably  larger  outpayments  for  wheat  than 

could  have  been  financed  by  overseas  rice  sales.  According  to  his 

estimates,  between  1960  and  1967  the  PRC  made  a  net  outpayment  of  nearly 

4 

$2  billion  (U.S.)  on  rice-for-wheat  deals.  Clearly,  this  finding 
seriously  undermines  the  rice-for-wheat  hypothesis. 

Mah  has  hypothesised  that  the  wheat  imports  in  the  1960's  were 
required  in  order  to  overcome  domestic  food  shortages  created  by  the 
agricultural  disasters  of  1959-1961,  in  combination  with  population  in¬ 
creases  which  outpaced  food  production  in  the  late  1960's.  Using  the 


per  capita  consumption  standard  of  300  kilograms  of  grain  per  year,  Mah 
found  that  between  1960  and  1965  per  capita  output  was  well  below  this 
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consumption  level.  As  shown  in  Table  2,  in  the  1960-65  period  per 
capita  output  fluctuated  between  226  and  260  kilograms.  According  to 
Mah,  the  per  capita  minimum  subsistence  level  is  about  250  kilograms 
annually.  Actual  per  capita  output  was  about  40  kilograms  less  than 
the  standard  consumption  level  (300  kilograms) ,  and  close  to  the  mini¬ 
mum  subsistence  level.  Thus,  due  to  a  domestic  food  shortage  wheat  im¬ 
ports  were  required  to  ensure  adequate  consumption  levels.^  Although 
there  is  evidence  to  support  this  argument  for  the  1960's,  there  are 
some  difficulties  which  cannot  be  overlooked.  If  food  shortages  pro¬ 
vide  the  explanation,  then  there  are  several  implications  which  should 
be  supported  by  independent  evidence.  First,  it  is  implied  that  wheat 
imports  raised  per  capita  consumption  above  the  subsistence  level.  The 
importation  of  three,  four  or  even  five  million  tons  of  wheat  annually 
would  not  raise  the  per  capita  consumption  level  of  roughly  680  million 
people  above  the  subsistence  level.  To  raise  per  capita  consumption 
from  250  to  350  kilograms  annually  would  entail  the  importation  of  about 
34  million  tons  of  grain.  Second,  Mah's  analysis  suggests  that  in  those 
years  in  which  per  capita  output  was  above  300  kilograms  annually,  there 
should  have  been  no  wheat  imports.  In  1958  per  capita  output  reached 
311  kilograms  and,  contrary  to  the  expectation,  the  PRC  imported  127,000 
metric  tons  of  wheat.  Third,  the  food  shortage  argument  suggests  that 
in  years  in  which  per  capita  output  dropped  below  300  kilograms  there 
should  be  evidence  of  wheat  imports .  As  indicated  by  Tables  1  and  2 , 
it  is  clear  that  in  some  such  years  wheat  was  imported,  and  in  others  it 
was  not.  Except  for  1958,  per  capita  output  between  1949  and  1978  has 
been  below  300  kilograms  annually.  Even  though  China  has  continued  to 
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import  wheat  in  the  1970 1  s,  the  1950's  were,  generally  speaking,  not 
noteworthy  years  for  wheat  imports .  Thus ,  the  food  shortage  hypothesis 
seems  to  have  very  limited  explanatory  value. 


TABLE  2.  PER  CAPITA  GRAIN  PRODUCTION,  1949-1978 

(Kilograms) 


Year 

Per  Capita  Production 

Year  Per  Capita  Production 

1949 

205 

1964 

260 

1950 

235 

1965 

254 

1951 

250 

1966 

276 

1952 

280 

1967 

282 

1953 

278 

1968 

257 

1954 

275 

1969 

257 

1955 

292 

1970 

284 

1956 

297 

1971 

281 

1957 

295 

1972 

268 

1958 

311 

1973 

291 

1959 

253 

1974 

295 

1960 

226 

1975 

298 

1961 

240 

1976 

293 

1962 

252 

1977 

288 

1963 

260 

1978 

291 

Source : 

National  Foreign  Assessment 
Grain,  ER79-10073,  January 

Center 
1979,  p 

,  China : 

.  4. 

Demand  for  Foreign 

Audrey  Donnithorne  has  argued  that  high  internal  transport  costs 


and  the  depletion  of  state  grain  reserves  contributed  to  the  wheat  im¬ 
port  decision.  The  central  determinant  of  the  decision,  however,  was 
the  growth  of  provincial  authority  and  power  at  a  time  when  the  central 
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government  was  in  the  process  of  retrenching  and  decentralising  decision¬ 
making  powers  to  lower  levels.  The  decentralisation  decisions  of  1958 
provided  for  provincial  level  determination  of  grain  procurement  and  sup¬ 
ply  within  each  province.  Thereafter,  the  central  government  was  only 
responsible  for  inter-provincial  grain  transfer  balances  from  surplus  to 
deficit  areas.  The  widespread  agricultural  calamities  of  1959-1961  ad¬ 
versely  affected  many  provinces  which  were  normally  surplus  areas;  they 
shifted  from  being  surplus  grain  provinces  to  grain  deficit  provinces. 

As  a  result,  they  had  less  grain  available  to  feed  their  own  populations 
and  meet  transfer  obligations.  When  called  upon  by  the  central  govern¬ 
ment  to  provide  grain  for  transfer,  provincial  officials  were  less  able 
and  willing  to  comply.  The  central  government  relied  on  existing  state 

grain  reserves  to  cover  the  shortfall.  Once  the  reserves  approached  de- 

7 

pletion,  the  national  authorities  made  the  decision  to  import  wheat. 

Mah  has  taken  issue  with  Donnithorne ' s  hypothesis.  In  particular, 
two  points  are  made  against  it.  First,  the  argument  is  overstated.  Mah 
accepts  that  a  weakening  of  the  central  government's  control  over  surplus 
grain  may  have  contributed  to  the  import  decision,  but  it  was  not  a 
factor  as  singularly  important  as  Donnithorne  has  argued.  Second,  Mah 
does  not  regard  it  as  credible  that  the  1958  decentralisation  measures 
reduced  the  central  government's  control  over  essential  resources.  In 
fact,  the  central  government's  control  may  have  been  strengthened  in  the 
1960  's.8 

Even  if  Mah  were  correct,  the  decentralisation  argument  does  bring 
into  focus  the  question  of  central-provincial  relations  and  the  power 
distribution  between  these  two  levels.  Writing  in  1961  on  the  import 
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decision,  Allan  Barry  drew  attention  to  the  fact  that: 

There  is  much  evidence  to  suggest  that  the 
commune  system  introduced  in  1958  brought 
chaos  to  the  rural  areas  in  that  year  and 
even  recent  efforts  to  decentralise 
authority  through  the  much  smaller 
production  brigades  (formerly  the  collectives) 
and  production  teams  have  probably  not  entirely 
repaired  the  damage  done  to  organisation  and 
incentives .9 

The  immediate  political  impact  of  rural  disorder  surely  occurs  at  the 
provincial  level;  rural  confusion  and  disorganisation  present  direct 
threats  to  provincial  political  stability.  In  furthering  the  general 
welfare  of  the  population  and  central  level  interests,  the  national 
government  may  not  view  with  favor  the  means  used  by  provincial  offi¬ 
cials.  For  example,  a  provincial  decision  to  leave  greater  grain 
surpluses  in  the  hands  of  the  peasants  may  have  been  regarded  as 
politically  desirable  by  provincial  officials  but  not  by  central  ones. 
Dwight  Perkins  has  suggested  that  "imports  . . .  were  used  to  reduce  the 

need  for  compulsory  grain  deliveries  from  farms  to  cities  as  part  of  a 

10 

general  program  to  improve  rural  incentives  to  raise  output."  If 
foreign  purchases  were  used  as  a  substitute  for  compulsory  domestic 
grain  deliveries,  then  local  decisions  and  the  political  power  which 
provincial  officials  could  bring  to  bear  on  the  central  government 
probably  had  an  important,  perhaps  determining  influence  on  the  wheat 
import  decision. 

In  sum,  the  rice-for-wheat  hypothesis  is  based  on  economic  factors 
such  as  prevailing  international  prices  and  foreign  exchange  earnings. 

The  food  shortages  hypothesis  focuses  on  arguments  concerning  minimum 
caloric  requirements  and  domestic  per  capita  grain  output.  Although  both 
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of  these  arguments  do  shed  some  light  on  the  question,  they  are  based 
on  non-political  factors.  Donnithorne 1 s  effort  is  important  because 
politics  has  been  introduced  as  a  significant  variable  in  the  explana¬ 
tion. 

Bringing  politics  to  the  centre  of  an  explanation  can  help  to 
explain  more  thoroughly  why  China  imports  wheat.  Specifically,  an 
interest  group  analysis  will  further  understanding  of  the  domestic 
factors  which  have  shaped  China's  wheat  import  policy.  A  political 
hypothesis  will  also  throw  light  on  central-provincial  relations  in 
general.  Finally,  it  can  provide  an  interesting  demonstration  of  the 
impact  of  subnational  interests  on  Chinese  foreign  policy  decision¬ 
making. 

China's  Foodgrain  Policy  Process:  An  Overview 

In  this  case,  previous  decisions  concerning  grain  acquisition 
and  supply  impose  constraints  on  the  range  of  choices  available  in  the 
future.  A  series  of  related  decisions  must  occur  before  the  foodgrain 
importation  issue  ever  arises.  Thus,  an  understanding  of  the  forces 
which  produced  earlier  decisions  provides  the  basis  for  explaining  how 
the  relevant  decision-makers  came  to  confront  the  importation  issue. 

The  decision  to  import  wheat  is  the  product  of  a  complex  political 
decision-making  process.  The  wheat  import  decision  is  generated  by  two 
related  yet  distinct  stages  of  political  conflict.  The  first  stage  is 
concerned  solely  with  making  decisions  to  resolve  domestic  foodgrain 
issues.  The  second  stage  fixes  attention  on  the  question  of  financing 
wheat  importation.  The  financing  question  is  not  essential  to  this 
study  and,  therefore,  is  not  examined. 
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At  the  first  stage,  conflict  arises  concerning  domestic  grain 
procurement  and  supply.  The  interested  parties  at  this  point  are 
limited  to  wheat-producing  provinces  and  wheat-consuming  urban  areas . 

Both  producing  and  consuming  areas  attempt  to  influence  the  Food 
Ministry  (FM)  toward  a  decision  favorable  to  their  interests.  For  want 
of  a  better  term,  the  FM's  decision  -  the  dependent  variable  -  may  be 
labelled  the  "grain  supply  strategy."  There  are  four  values  which  this 
variable  may  assume:  domestic  grain  procurement,  urban  grain  rationing, 
utilisation  of  grain  reserves,  and  grain  importation.  These  four  values 
represent  the  complete  cluster  of  decisional  alternatives  available  to 
the  FM. 

A  decision  to  increase  domestic  grain  procurement  is  designed  to 
meet  supply  obligations  to  the  non-agricultural  population,  especially 
the  urban  areas.  Increasing  domestic  procurement  means  that  the  peasants 
in  the  producing  provinces  are  left  with  a  reduced  supply  of  grain  to 
meet  their  own  needs.  If  the  wheat  provinces  are  opposed  to  increasing 
grain  procurement,  then  they  will  attempt  to  influence  the  FM  into  making 
an  alternate  decision.  Obviously,  to  the  extent  that  the  FM  is  influ¬ 
enced  by  the  wheat  provinces,  domestic  wheat  acquisition  will  be  held 
down  and  may  not  meet  urban  demand. 

Alternatively,  the  FM  could  impose  direct  rationing  on  the  urban 
areas,  thereby  limiting  supply  obligations  from  the  outset.  This  alter¬ 
native  may  also  help  to  keep  the  domestic  procurement  level  lower  than 
it  would  otherwise  have  been  set.  If  the  urban  centres  are  opposed  to 
rationing,  then  they  will  attempt  to  influence  the  FM  to  select  an 


alternative  other  than  this  one. 
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The  third  alternative  available  to  the  FM  is  to  use  existing 
grain  reserves  to  cover  a  projected  deficit  between  grain  acquisition 
and  supply  levels.  By  choosing  this  alternative  the  FM  skirts  the 
controversial  questions  of  raising  procurement  and  lowering  urban  ration 
levels.  If  these,  the  first  two  alternatives,  are  precluded  on  political 
grounds,  then  the  amount  of  grain  acquired  by  the  FM  probably  will  be 
insufficient  to  meet  supply  obligations.  In  short,  if  the  wheat  prov¬ 
inces  and  the  urban  centres  influence  the  FM  in  directions  favorable  to 
their  interests,  existing  grain  reserves  will  be  used. 

Provided  that  both  the  wheat  provinces  and  the  urban  areas  con¬ 
tinue  to  influence  the  decision-making  process,  grain  reserves  gradually 
will  approach  critically  low  levels,  if  not  virtual  exhaustion.  At  this 
point,  the  FM's  own  interest  in  maintaining  a  state  grain  reserve  is 
threatened.  Under  these  conditions,  the  FM  aggregates  a  grain  proposal 
submitted  to  the  State  Council's  Finance  and  Trade  Staff  Office.  Taking 
into  account  the  contending  subnational  interests  as  well  as  its  own 
organisational  interest,  the  FM  proposes  to  rebuild  state  grain  reserves, 
ensure  urban  supply,  and  do  so  without  increasing  domestic  procurement. 

In  short,  the  FM  proposes  the  fourth  and  final  alternative:  to  import 
grain  from  foreign  suppliers. 

STAGE  I:  CHOOSING  A  GRAIN  SUPPLY  STRATEGY 

Decision-making  on  Grain  Issues 

The  Ministry  of  Trade  was  established  in  1950  and  charged  with 
the  direction  of  both  domestic  and  foreign  trade.  Until  1952,  it  was 
responsible  for  domestic  grain  procurement  decisions.  In  1952,  the  Trade 
Ministry  was  abolished,  being  replaced  by  the  Ministries  of  Commerce, 
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Foreign  Trade,  and  Food.  The  Food  Ministry  assumed  overall  responsi¬ 
bility  for  the  grain  trade.  That  is  to  say,  the  Food  Ministry  (FM) 
acquired  control  of  all  aspects  of  trade  in  grain,  from  purchasing  it 
from  producers  to  supplying  the  ultimate  consumers.  Specifically,  the 
FM  directs  the  collection  and  purchase  of  foodgrain;  is  responsible  for 
the  construction  and  maintenance  of  warehouses  and  granaries ;  controls 
the  state  grain  reserves,  as  distinct  from  collective  and  individual 
reserves;  operates  grain  processing  facilities;  arranges  inter-provincial 
grain  transfers;  and  ensures  fulfillment  of  grain  export  plans.  It  is 
also  the  decision-making  body  with  respect  to  rationing  in  rural  and 
urban  areas . 

The  FM  is  responsible  for  supplying  foodgrains  to:  (1)  the 

populations  of  cities,  industrial  and  mining  areas;  (2)  the  populations 

of  calamity  and  famine  stricken  areas;  (3)  industrial  or  economic  crop 

farmers;  (4)  grain-short  peasants  in  the  countryside;  and  (5)  the  rural 

non-agricultural  population,  consisting  of  herdsmen,  timber  producers, 

salt  producers,  fishermen,  boat  dwellers,  and  livestock  producers. 

These  five  categories  of  consumers  totalled  roughly  214-224  million 

12 

individuals  in  1955,  or  about  36  to  37  per  cent  of  the  total  popula¬ 
tion  of  mainland  China. 

Table  3  sets  out  the  approximate  size  of  each  category  of  con¬ 
sumer  provisioned  by  the  FM.  It  is  noteworthy  that  high  quality  food- 
grains  -  wheat  and  rice  -  are  not  supplied  to  all  consumers  relying  on 
the  FM.  Of  the  consuming  population  to  be  served,  the  least  important 
are  the  rural  non-agricultural  producers.  In  part,  they  are  less  im¬ 
portant  because,  while  they  do  not  produce  foodgrains,  some  of  them 
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produce  or  have  access  to  other  foods.  For  example,  the  fishing  popula¬ 
tion  and  the  boat  dwellers  have  available  to  them  a  variety  of  protein 
rich  seafoods.  It  is  possible  too  that  for  this  category  of  consumer, 
grain  is  regarded  as  a  supplementary  foodstuff  rather  than  the  principal 
one . 


TABLE  3.  FOODGRAIN  CONSUMERS  PROVISIONED  BY  THE 
MINISTRY  OF  FOOD,  1955 


Consumer  Category 


Number  of  Percentage  of  Total 

Consumers  Provisioned  Population 


urban,  industrial 
and  mining  residents 

82  million 

37-38% 

economic  crop 
farmers 

30-40  million 

13-19% 

famine  stricken 
peasants 

40  million 

18-19% 

grain-short 

peasants 

50  million 

22-23% 

rural-non  agri¬ 
cultural  producers 

12  million 

5-6% 

consumers,  TOTAL 

214-224  million 

100% 

Source ;  Chen  Yun,  "On  the  Question  of  the  Unified  Purchase  and  Supply 
of  Grain",  July  21,  1955,  CB  339. 


Producing  insufficient  grain  to  feed  themselves,  reserve  grain 
for  seed  and  feed  for  livestock,  grain  short  peasants  must  buy  the 
balance  from  the  FM.  Under  the  Three-Fix  policy  promulgated  in  1955, 
the  FM  sought  to  limit  its  obligation  to  sell  grain  to  households  which 
were  short.  Specifically,  the  "grain  consumption  standards  for  food  and 
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fodder  for  grain-short  households  in  grain  producing  areas  in  general 

should  be  a  little  lower  than  the  grain  consumption  standards  for  local 

13 

gram-surplus  households."  In  1958,  the  central  FM  was  relieved  of 
its  obligation  to  supply  grain-short  peasants.  At  that  time,  the  prov¬ 
incial  governments  assumed  full  responsibility  for  them. 

Famine-stricken  peasants,  although  dependent  on  the  Ministry  for 
Food  relief,  are  encouraged  to  recover  production  as  rapidly  as  possible, 
During  the  First  Five  Year  Plan  (1953-1957),  for  example,  supplies  to 
calamity  stricken  areas  totalled  about  15  million  tons  or  30  billion 

catties.  On  the  basis  of  an  average  40  million  people  hit  by  famine 

14 

each  year,  30  billion  catties  would  provide  roughly  150  catties  of 

grain  per  capita  annually;  this  is  less  than  half  the  average  annual 

requirement.  Another  source  claims  that  "in  normal  years  the  extra 

grain  sold  to  affected  areas  amounts  to  4  to  5  billion  catties,"  or 

15 

about  100  catties  per  capita.  This  category  of  consumer  is  not  likely 

to  have  been  offered  high  quality  foodgrains  such  as  wheat  and  rice. 

Industrial  crop  farmers  are  peasants  who  raise  such  crops  as 

cotton,  jute,  hemp  and  tobacco.  They  have  been  generally  fortunate  in 

obtaining  generous  allocations  of  technical  factors,  such  as  chemical 

fertilisers,  and  relatively  high  purchase  prices  in  comparison  with 

grain  producers.  Moreover,  these  crop  farmers  were  promised  assured 

grain  supplies  because  the  land  they  till  is  heavily  concentrated  in 

nonfood  crops.  According  to  Kang  Chao,  "the  government  tried  to 

guarantee  stable  supplies  of  grain  and  feed  to  these  areas,  regardless 

„16  — 

of  the  general  situation  of  grain  production  in  the  country .  Evi 

dently ,  a  failure  on  the  part  of  the  FM  to  supply  the  grain  needs  of 
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industrial  crop  growers  was  expected  to  trigger  a  subsequent  reduction 

in  the  area  sown  to  economic  crops  as  farmers  attempted  to  meet  their 

own  food  needs.  This  in  turn  would  have  adverse  consequences  for  those 

industries  dependent  upon  processing  economic  crops.  The  most  important 

economic  crop  is  cotton;  light  industrial  interests,  namely  the  textile 

industry  centred  in  Shanghai,  have  an  interest  in  assuring  that  economic 

crop  growers  are  receiving  generous  grain  rations.  The  FM's  grain 

allocations  to  these  farmers,  then,  may  be  associated  with  the  influence 

exercised  at  different  times  by  the  textile  industry  planners.  In  any 

event,  these  farmers  are  relatively  prosperous  and  can  afford  to  buy  the 

more  expensive  grains,  and  buy  more  of  them. 

In  this  regard  it  is  interesting  that  the  key  cotton  producing 

areas  -  Honan,  Hopei,  Kiangsu,  Shensi,  and  Shantung  -  are  also  key  wheat 
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producing  areas .  This  suggests  that  as  the  key  cotton  producing  areas , 
the  major  wheat  growing  provinces  account  for  most  of  the  30  to  40  mil¬ 
lion  farmers  producing  economic  crops.  Accordingly,  one  important  source 
of  demand  for  wheat  in  the  major  wheat  provinces  is  the  cotton  farmers . 
Information  for  the  1950's  indicates  that  the  cotton  farmers  in  these 
provinces  are  regarded  by  the  involved  provincial  food  bureaus  as  pre¬ 
ferred  wheat  and  rice  customers.  Obviously,  if  the  cotton  producers  are 
favored  in  terms  of  grain  supplies  in  these  five  provinces,  then  they 
are  receiving  a  sizeable  portion  of  the  wheat  and  rice  produced.  Data 
for  the  early  1950's  indicates  that  grain  demand  in  the  cotton  growing 

areas  of  the  wheat  provinces  rose  rapidly,  and  that  wheat  was  replacing 
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other  grains  being  consumed  by  cotton  growers.  By  1958  about  10 
billion  catties  of  grain  was  being  sold  annually  to  economic  crop 


*• 


. 

/ 


82 


growers.  This  amount  accounted  for  roughly  25  per  cent  of  total  rural 
19 

grain  sales. 

The  grain  demands  of  cotton  growing  districts  may  prompt  the 
provincial  governments  to  limit  surplus  grain  procurement  on  behalf  of 
the  central  FM.  For  example,  in  periods  in  which  the  planning  priority 
is  with  textile  development,  these  provincial  governments  have  strong 
grounds  for  arguing  against  relatively  large  grain  purchases  destined 
to  feed  extra-provincial  consumers.  In  other  words,  in  periods  stress¬ 
ing  development  of  the  textile  industry,  the  provincial  governments  can 
argue  that  internal  provincial  demand  for  grain,  including  wheat,  has 
increased  and  therefore  their  purchase  quotas  need  to  be  lowered. 

The  largest  single  category  of  non-agricultural  grain  consumers 
provisioned  by  the  FM  is  the  urban  areas.  These  are  the  main  sources  of 

demand  for  the  high  quality,  refined  foodgrains,  chiefly  rice,  wheat  and 
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their  processed  products  (flour,  noodles,  etc.).  The  wheat  demanding 

cities  which  turn  to  the  FM  for  the  grain  are  outside  the  principal 

growing  provinces.  Most  of  the  major  industrial  cities  are  located 

along  the  eastern  seaboard.  Major  industrial  cities  without  a  readily 

available  wheat  supply  are  located  in  Chekiang,  Liaoning  and  perhaps 

Fukien  and  Kwangtung.  In  addition,  the  directly  administered  cities  of 

Peking,  Shanghai  and  Tientsin,  not  being  able  to  meet  their  grain  needs 

21 

through  municipal  agricultural  efforts,  must  also  be  served  by  the  FM. 
The  fact  that  a  portion  of  the  agricultural  land  within  the  municipal¬ 
ities  of  Shanghai  and  Peking  is  sown  to  wheat  is  evidence  that  a  strong 


demand  for  it  exists  in  those  cities. 
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The  Provincial  Grain  Interest 

Although  the  geographical  range  of  wheat  cultivation  is  quite 

extensive,  less  than  half  the  provinces  produced  more  than  one  million 

tons  a  year  between  1949  and  1959.  Of  those  producing  a  million  tons  or 

more,  only  two  consistently  account  for  more  than  10%  of  total  national 

annual  wheat  production.  These  two  provinces,  Honan  and  Shantung,  in 

1957  accounted  for  15.9%  and  17.2%  of  the  total  wheat  production, 

respectively.  Nevertheless,  wheat  production  is  concentrated,  with 

Shantung,  Honan,  Hopei,  Anhwei,  Shensi  and  Kiangsu  accounting  for  over 
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60%  of  total  annual  output.  As  the  key  producing  areas,  therefore, 
it  is  these  provinces  from  which  the  Food  Ministry  must  attempt  to 
fulfill  its  wheat  needs.  It  is  hypothesised  that  these  provinces  have 
obstructed  that  aspiration. 

Provincial  officials  including  food  department  officials,  take 
into  account  and  attempt  to  anticipate  the  reaction  of  the  peasantry  to 
agricultural  policy  in  general  and  grain  procurement  policy  in  particu¬ 
lar.  On  foodgrain  policy,  the  interest  of  provincial  officials  lies  in 
fulfilling  provincial  needs  first  and  foremost.  They  are  not  enthusi¬ 
astic  about  collecting  grain  above  and  beyond  estimated  provincial 
needs.  Specifically,  they  would  prefer  to  extract  enough  grain  to  feed 
generously  urban  centres  within  their  jurisdiction,  and  allow  the  balance 
to  be  retained  in  the  countryside.  Increasing  rural  consumption  stand¬ 
ards  is  likely  to  be  far  more  important  to  provincial  officials  than 
central  FM  planners  chiefly  concerned  with  meeting  urban  grain  needs. 

In  this  perspective,  provincial  food  officials  would  not  favor  grain 
extraction  efforts  which  are  designed  to  remove  a  large  portion  of 
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surplus  grain  from  the  peasants,  particularly  if  the  grain  were  destined 
to  be  consumed  in  the  cities  of  other  provinces .  Whatever  is  extracted 
for  extra-provincial  consumption  must  be  drawn  from  the  same  source  as 
that  for  intra-provincial  urban  consumption.  In  either  case,  it  is  the 
producers  of  the  grain  who  are  likely  to  suffer  the  consequences  of 
reduced  consumption.  Accordingly,  it  is  surpluses  held  by  the  peasants 
which  will  feed  the  cities  of  other  provinces  -  and  that,  as  we  shall 
see,  generates  a  great  deal  of  dissatisfaction.  Provincial  food 
officials,  then,  are  seeking  to  influence  FM  decision-making  in  direc¬ 
tions  favorable  to  their  interests,  namely  to  restrict,  curb  or  elimi¬ 
nate  surplus  grain  procurement  programs  designed  to  feed  extra-provincial 
consumers . 

Intra-provincial  Interests 

Provincial  opposition  to  surplus  grain  procurement  has  been 
shaped  by  demands  emanating  from  several  intra-provincial  sources.  These 
sources  can  be  separated  into  four  levels:  the  individual  producer,  the 
units  of  agricultural  production,  the  rural  cadres,  and  the  provincial 
leadership. 

Individual  Producers 

At  the  level  of  the  individual  producer,  FM  procurement  programs 
met  with  resistance  even  before  the  Government  Administrative  Council 
(GAC)  passed  the  unified  purchase  and  unified  marketing  regulations  of 

November  1953,  which  put  into  effect  compulsory  sales  of  a  portion  of  the 
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surplus  grain  held  by  producers.  In  August  1955,  the  "Three-Fix"  gram 

policy  was  promulgated.  Under  provisions  of  this  policy,  grain  production, 
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purchases  and  sales  were  to  be  fixed  at  standard  levels  for  three  years. 
This  meant  that  the  land  of  each  household  growing  grain  was  assigned  a 
production  quota.  From  this  quota  were  deducted  household  needs  for  con¬ 
sumption,  seed  and  feed,  as  well  as  the  agricultural  tax.  Of  the 
balance,  households  were  required  to  sell  80-90  per  cent  of  their  sur¬ 
plus  grain  to  the  state.  Households  which  did  not  meet  their  production 

quotas  were  to  be  classified  as  grain-deficient  and  allocated  grain 
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rations  to  meet  their  needs. 

In  September  1955,  the  People's  Daily  reported  peasant  reactions 

to  the  new  policy.  According  to  the  newspaper,  "one  quarter  of  the 

villages  are  90  per  cent  content;  half  are  20  to  30  per  cent  content; 
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the  remaining  quarter  are  still  full  of  problems."  In  other  words, 

75  per  cent  of  the  villages  were  not  satisfied  with  the  new  grain  policy. 
Generally  speaking,  peasant  opposition  to  the  "Three-Fix"  policy  is 
understandable.  The  peasants  were  opposed  to  the  policy  because  it  re¬ 
duced  the  amount  of  grain  they  could  retain  for  their  own  use .  The  sur¬ 
plus  grain  with  which  a  peasant  could  otherwise  have  increased  his  own 
consumption,  sold  or  loaned  grain  to  others,  or  increased  his  livestock 
holding  was  simply  not  available  to  him.  Not  only  did  the  grain  procure¬ 
ment  policy  make  it  difficult  for  the  peasantry  to  meet  all  on-farm 
demands  for  surplus  grain,  the  policy  also  meant  that  the  likelihood  of 
attaining  and  maintaining  economic  security  was  reduced.  On  the  other 
hand,  the  peasants  were  not  opposed  to  the  policy  insofar  as  it  bene- 
fitted  them  directly.  The  peasants  had  no  objections  to  the  low  prices 
they  paid  when  buying  grain.  They  also  looked  favorably  upon  the  pro¬ 
vision  of  famine  relief,  which  assured  them  of  grain  supplies  in  the 
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event  of  production  failures.  Their  main  objections  were  that  they 

were  obliged  to  sell  80-90%  of  their  surplus  grain,  and  that  the 

2  6 

official  purchase  prices  were  too  low.  in  short,  they  looked  favor- 
ably  upon  those  aspects  of  the  grain  procurement  policy  which  benefitted 
them,  but  were  opposed  to  the  costs  they  had  to  absorb  as  a  result. 

Though  there  was  general  opposition  to  the  procurement  policy  in 
the  rural  areas,  it  was  the  surplus  grain  producers  who  were  most  direct¬ 
ly  affected  by  compulsory  sales.  The  principal  holders  of  surplus  grain 

were  the  middle  peasants.  Comprising  "over  60%  of  the  primary  producers 
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and  sellers  of  grain",  the  middle  peasants  were  the  main  target  of  FM 
procurement  plans . 

Table  4  indicates  the  proportion  of  grain  marketed  by  each 
peasant  stratum.  Unfortunately,  no  data  was  uncovered  showing  the  grain 
production  of  the  various  peasant  strata.  Insomuch  as  the  middle 
peasants  were  the  principal  holders  of  surplus  grain  and  accounted  for 
a  majority  of  the  rural  population,  they  probably  were  the  main  source 
of  the  grain  acquired  by  the  FM.  Though  the  rich  peasants  and  landlords 
constituted  a  much  smaller  group,  the  fact  that  they  produced  and  sold 
more  than  the  other  rural  classes  suggests  that  they  too  were  a  rela¬ 
tively  important  source  of  grain  for  the  FM.  Having  the  least  annual 
production,  the  poor  peasants  sold  the  least  amount  of  grain.  The  poor 
peasants  were,  therefore,  more  likely  to  be  allocated  grain  by  the  FM 
than  to  sell  a  net  amount  to  the  FM.  In  short,  the  poor  peasants  were 
not  an  important  regular  source  of  the  grain  purchased  by  the  FM. 


■ 
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TABLE  4.  MARKETED  OUTPUT ,  BY  RURAL  CLASS,  IN  1954 

(year  end) 


Peasant  Stratum 
(%  of  rural  population) 


middle  peasants 
(62.2%) 

rich  peasants 

(2.1%) 

landlords 

(2.5%) 

poor  peasants 
(29%) 


%  of  total  output 
marketed  by  each  stratum 

25.5% 

43.1% 

28.1% 

22.1% 


Source ;  Su  Hsing,  "The  Two-way  Struggle  Between  Socialism  and 

Capitalism  in  China's  Rural  Areas  After  the  Land  Reform," 
Ching-chi  yen-chiu,  No.  8,  1965,  in  Chinese  Economic  Studies, 
Vol .  II,  No.  1,  Fall  1968,  p.  6. 


With  respect  to  foodgrain  policy,  the  middle  peasants'  interest 

was  fundamentally  economic.  In  1954,  middle  peasants  constituted  the 

largest  segment  of  the  rural  population  granting  loans  in  money  and 
28 

grain.  In  one  investigation  conducted  in  four  provinces  it  was  found 
that  about  70%  of  the  middle  peasants  were  creditor  families.  It  was 
on  the  basis  of  the  surplus  grain  they  held  that  the  vast  majority  of 
middle  peasants  were  able  to  extend  loans  in  money  and  grain.  The  poor 
peasants  were  the  principal  recipients  of  loans  extended  by  middle 
peasants  with  surplus  grain.  Repayment  of  these  loans  carried  an  inter¬ 
est  charge  in  kind,  thus  promoting  the  economic  security  of  the  middle 

.  29 

peasants . 

As  the  principal  holders  of  surplus  grain  in  the  countryside. 
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middle  peasants  may  be  assumed  to  have  been  the  main  private  grain 
sellers  as  well.  Grain  loans  and  private  grain  sales  by  middle  peasants 
were  possible  only  if  two  conditions  obtained.  First,  such  economic 
activity  required  that  middle  peasants  possess  surplus  grain  after  meet¬ 
ing  their  own  farm  needs  and  fulfilling  compulsory  sales  quotas.  Middle 
peasants,  therefore,  favored  strict  limitations  being  placed  on  the 
amount  of  their  surplus  grain  which  could  be  procured  by  the  FM. 

Second,  in  order  to  transact  business  with  those  in  need  of  grain, 

the  middle  peasants  required  the  existence  of  the  rural  grain  market. 

It  was  only  with  the  existence  of  a  free  market  that  middle  peasants 

could  openly  arrange  loans  and  make  sales  at  rates  higher  than  the 

official  purchase  prices.  In  addition,  the  official  sanctioning  of  a 

free  market  legitimised  their  profit-seeking  activities ,  and  extended 

protection  and  a  sense  of  security  to  those  participating.  In  sum,  the 

middle  peasants  were  opposed  to  planned  grain  purchases  on  behalf  of  the 
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FM,  and  favored  a  free  grain  market. 

Agricultural  Production  Units 

Another  source  of  intra-provincial  opposition  to  state  grain 
procurement  was  the  Agricultural  Producers  Cooperatives  (APC's)  and  the 
rural  people's  communes.  These  units  of  agricultural  production  ex¬ 
pressed  their  opposition  to  planned  grain  purchases  by  refusing  to  sell 
grain  to  the  state.  Their  opposition  rested  on  responsibilities  they 
were  charged  with,  internal  grain  demand,  the  role  of  the  middle  peasants 
in  APC's,  and  the  collusion  of  cooperative  cadres. 

Organised  units  of  agriculture  -  lower  stage  APC's  (cooperatives), 
higher  APC's  (collectives),  and  communes  -  were  established  chiefly  to 
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raise  agricultural  output  above  that  attained  by  individual  farmers  and 
mutual  aid  teams .  With  respect  to  grain  procurement,  these  units  of 
production  had  two  conflicting  responsibilities.  On  the  basis  of  in¬ 
creased  output,  organised  farming  units  were  to  increase  the  incomes 
of  their  members.  APC's,  for  example,  were  responsible  for  ensuring 

"that  ninety  per  cent  of  the  cooperative  members  increase  their  income, 
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while  the  others  will  also  not  have  their  income  reduced."  Agri¬ 
cultural  production  units  were  also  to  be  held  responsible  for  payment 
of  agricultural  tax,  delivery  and  sale  of  agricultural  products  in 
accordance  with  procurement  quotas,  and  the  sale  of  agricultural  products 

in  accordance  with  advance  purchase  contracts  which  they  may  have  signed 
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with  state  purchasing  agencies.  After  1958,  the  communes  became  the 
units  responsible  for  the  collection,  delivery,  and  sale  of  grain  to  the 
FM.  The  fulfillment  of  these  two  responsibilities  depended  largely  on 
marked  increases  in  grain  output.  If  grain  output  was  not  increased 
substantially,  then  there  was  likely  to  be  a  conflict  between  the  state 
interest  (procuring  grain)  and  the  collective  interest  (raising  income) . 

Significantly,  as  the  agricultural  production  units  improved 
their  grain  output,  internal  demand  also  increased.  Internal  grain  de¬ 
mand  rose  due  to  the  interplay  of  two  factors:  (1)  the  distribution 
principle;  and  (2)  the  intensive  utilisation  of  labor  in  agricultural 
production  units.  These  units  were  directed  to  distribute  income  -  in 

cash  and  in  kind  -  according  to  the  principle  "pay  according  to  labor, 

34 

and  more  pay  for  more  labor."  This  principle  coupled  with  the  in¬ 
tensive  mobilisation  of  members  for  labor  on  collective  undertakings  had 
the  effect  of  raising  internal  grain  consumption.  Higher  internal 
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demand  for  available  grain  supplies  implied  either  that  demand  would 

not  be  met  or  procurement  quotas  would  not  be  met: 

In  general,  the  increase  of  grain  output  in 
the  cooperatives  . . .  failed  to  match  their 
increased  demand.  Under  the  circumstances, 
part  of  the  grain  the  state  purchased  from 
these  cooperatives  were  no  longer  surplus 
in  nature.  If  the  cooperatives  concerned 
retained  this  part  of  grain  for  the 
development  of  sideline  production,  it 
would  do  them  more  good  than  to  sell  it  to 
the  State.  In  this  respect,  [the  unified 
purchase  and  unified  sale]  policy  was 
certainly  not  favorable  to  the  peasants ' 
temporary  interests.36 

The  managers  of  units  of  collective  agriculture  apparently  agreed  with 
this  evaluation  and  acted  on  it.  In  distributing  grain,  they  tended  to 
give  priority  to  the  fulfillment  of  their  own  grain  needs  as  opposed  to 
state  requirements .  During  the  collection  and  purchase  of  grain  in 
1956-57,  "in  many  places  the  agricultural  producer  cooperatives  showed 
the  deviation  of  self-centralism  in  the  distribution  of  grain,  for  they 


'put  the  private  interests  above  the  collective  interests'.  So  the 
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State  purchase  was  also  reduced."  By  not  fully  meeting  their  procure¬ 
ment  quotas  in  the  1956-57  crop  year,  the  APC ' s  made  a  significant 
contribution  to  the  very  large  grain  deficit  the  FM  faced  at  year's  end. 

To  cover  the  difference  between  purchases  and  sales  in  1956-57,  the  FM 
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had  to  withdraw  over  6  billion  catties  of  grain  from  the  reserves. 

Evidently,  there  was  some  truth  to  the  view  that  "there  is  a  tendency 

to  looking  after  one's  own  interests  to  the  neglect  of  the  State  inter- 
39 

ests . " 


As  the  most  important  source  of  surplus  grain,  the  views  and 
interests  of  middle  peasants  on  grain  procurement  were  probably  quite 
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influential  in  APC's  stance.  The  extent  to  which  the  decision-making 
structures  of  the  APC's  (and  the  communes)  were  controlled  by  middle 
peasants  is  not  entirely  clear.  However,  it  is  known  that  there  were 
no  specific  formal  injunctions  preventing  them  from  standing  for 
election  and  occupying  positions  of  authority  in  units  of  agricultural 
production.  In  addressing  the  question  of  who  may  not  occupy  decision¬ 
making  positions  in  APC's,  the  Draft  Model  Regulations  for  Agricultural 

Producer  Cooperatives  and  the  Resolution  on  Agricultural  Cooperativiza- 
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tion  omit  middle  peasants.  This  suggests  that  no  special  effort  was 

anticipated  to  prevent  middle  peasants  from  occupying  important 

positions  in  APC  decision-making  structures. 

In  light  of  the  class  composition  of  the  rural  population, 
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middle  peasants  probably  comprised  a  majority  in  many  APC's.  This 
suggests  that  in  many  cases  the  decision-making  structures  of  APC's 
were  dominated  by  and  largely  informed  of  the  interests  of  middle 
peasants .  This  was  the  case  in  at  least  one  of  the  key  wheat  producing 
provinces : 

In  Yitu  hsien  in  Shantung,  out  of  248  APC's 
in  which  middle  peasants  predominated,  129 
refused  to  carry  out  the  State  policy  on 
unified  purchase  and  sale  of  grain. ^2 

Thus,  52  per  cent  of  the  APC's  dominated  by  middle  peasants  refused  to 

comply  with  FM  purchase  plans.  Of  those  which  did  comply,  many  probably 

did  not  fulfill  their  quotas.  The  widespread  dissatisfaction  with  the 

unified  purchase  and  sale  policy  expressed  by  peasants  during  the  Hundred 

Flowers  of  May-June  1957,  strongly  suggests  that  the  middle  peasants  of 

Yitu  hsien  were  not  at  all  unique  in  their  opposition. 


The  communes,  created  by  aggregating  APC's  in  1958,  were  no  less 
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reluctant  to  sell  their  agricultural  products  to  state  procurement 

agencies.  A  Ta-Kung  Pao  editorial,  stressing  the  principle  of  "equal 

regard  for  urban  and  rural  areas",  pointed  out  that  the  communes  were 
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expected  to  deliver  an  assigned  quota  of  foodstuffs  to  the  state. 

"All  materials  produced  by  the  communes,  whether  they  are  grain,  raw 

materials  or  subsidiary  foodstuffs,  are  to  be  distributed  according  to 

state  plan.  If  is  not  right  for  the  communes  to  retain  all  the  goods 

they  produce  irrespective  of  the  state  requirement  or  to  refuse  to  sell 
44 

them. " 

The  editorial  discussed  subsidiary  foodstuffs  -  vegetables,  fruit, 

meat  -  and  noted  arguments  being  made  against  selling  them  to  the  state. 

Quite  probably,  similar  arguments  were  made  regarding  the  sale  of  grain 

to  the  state.  Two  arguments  were  noted.  "Some  comrades"  did  not  see 

the  need  of  communes  to  sell  subsidiary  foodstuffs  in  exchange  for 

things  they  required.  "They  claim  that  there  is  no  longer  any  necessity 

of  trading  subsidiary  foodstuffs  since  people's  communes  will  soon  reach 

a  state  of  self-sufficiency  where  they  will  need  none  of  the  goods  which 
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they  themselves  do  not  produce."  In  other  words,  communes  would  not 
need  to  sell  surplus  grain  in  order  to  generate  revenues  to  buy  goods, 
especially  industrial  products  manufactured  elsewhere.  In  the  final 
analysis,  FM  procurement  depended  on  the  communes'  generating  marketable 
surplus  of  grain  above  their  own  requirements.  Self-sufficiency  would 
have  reduced  the  amount  of  grain  procured. 

The  second  argument  was  implicit.  The  Ta-Kung  Pao  made  reference 
to  actions  taken  by  the  communes.  "There  is  another  section  of  people 
who  sell  the  surplus  foodstuffs  to  the  state  only  after  they  have 
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s ubs tan ti ally  improved  the  meals  of  the  communes,  thinking  that  by 

doing  so,  they  have  genuinely  raised  the  living  standard  of  the  commune 
46 

members."  The  argument,  then,  was  that  when  a  commune  manages  to 

achieve  a  sizeable  surplus,  the  members  should  receive  a  larger  portion 

as  a  reward  for  their  efforts;  the  state  cannot  expect  the  members  to 

put  forward  their  best  efforts  if  most  of  the  surplus  leaves  the  commune. 

Relatively  high  procurement  levels  will  have  a  disincentive  affect 

thereby  reducing  output  and,  hence  lowering  surpluses.  The  lower  the 

surplus,  the  less  there  is  available  for  state  procurement. 

To  the  extent  that  pressure  was  brought  to  bear  to  ensure  that 

APC's  and  communes  did  meet  their  external  grain  obligations,  these 

units  had  a  number  of  evasive  procedures  available  to  them.  APC's 

during  the  late  1950 's  were  accused  of  under-reporting  the  acreage  sown, 

the  yield,  and  the  output.  Some  cooperatives  kept  two  sets  of  account- 
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ing  books.  Frequently,  cooperatives  and  communes  distributed  surplus 
grain  before  procurement  quotas  were  filled.  Another  method  used  was 
to  raise  per  capita  consumption  standards.  The  raising  of  grain  con¬ 
sumption  standards  was  a  provincial  power  and  therefore  also  implicates 
the  provincial  officials  in  resistance  to  grain  procurement.  In  addi¬ 
tion,  communes  sometimes  sold  lower  quality  grains,  keeping  the  better 
grains  for  themselves;  newly  harvested  grain  was  likely  to  end  up  in 
communal  reserves,  and  old  grain  stocks  were  offered  for  sale. 

Rural  Cadres 

Rural  cadres  had  at  least  one  good  reason  to  take  into  account 
middle  peasant  interests.  One  of  the  chief  performance  indicators  used 
to  assess  rural  cadres  was  their  success  in  raising  agricultural  output 
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in  areas  to  which  they  were  assigned.  Compared  to  other  segments  of 
the  rural  population,  middle  peasants  possessed  more  fertile  land;  had 
more  farm  tools  and  draft  animals;  took  better  care  of  their  land;  and 
produced  the  most  grain.  To  raise  grain  output,  the  rural  cadres  had 
to  rely  to  a  large  extent  on  the  middle  peasants . 

Raising  output  depended  on  more  than  technical  inputs  such  as 
farm  machinery,  field  irrigation,  and  fertilisers.  It  also  depended 
on  the  positive  production  incentives  which  were  granted  to  the  peasants . 
There  were  two  production  incentives  which  appealed  to  the  middle 
peasants :  the  retention  of  a  large  portion  of  the  surplus  grain  they 

produced  and  a  minimum  of  state  interference  and  regulation  of  private 
rural  grain  transactions . 

State  grain  procurement  was  based  on  extracting  grain  from  those 
who  were  surplus  producers;  those  producing  only  enough  for  their  own 
needs  were  exempted.  Therefore,  it  was  reasonable  to  expect  that  the 
peasants  would  be  inclined  to  attempt  to  stabilise  their  grain  output 
at  a  level  which  would  exempt  them  from  obligatory  sales  to  the  govern¬ 
ment.  The  peasants  also  might  conceal  actual  output  for  the  same  pur¬ 
pose.  Procurement  quotas  were  a  disincentive  to  reporting  increased 
grain  production. 

Similarly,  the  absence  of  measures  supporting  a  rural  free  market 
was  a  disincentive  in  attempting  to  create  a  large  grain  surplus.  In 
either  case,  rural  cadres  would  find  it  difficult  to  demonstrate  con¬ 
vincingly  to  their  superiors  that  they  had  succeeded  in  raising  grain 
production  levels.  As  a  result  of  this  situation,  middle  peasants  and 
rural  cadres  tended  to  be  mutually  supportive  because  they  had 
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complementary  interests:  each  needed  the  other  in  order  to  achieve 
their  respective  goals. 

Under  the  circumstances  faced  by  the  peasants  and  cadres ,  a 
certain  amount  of  collusion  was  necessary  if  the  interests  of  both  were 
to  be  served.  For  their  part,  rural  cadres  took  steps  to  ensure  that 
the  peasants  were  able  to  retain  as  much  surplus  as  was  possible  with¬ 
out  arousing  suspicion  at  higher  levels.  Peasant-cadre  collusion  was 

attacked  in  the  course  of  the  anti-rightist  rectification  campaign 
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among  Party  members  m  the  fall  of  1957.  Specifically,  rural  cadres' 

obstruction  of  planned  grain  purchases  was  regarded  as  the  key  to  the 

problem  of  state  grain  procurement.  The  rural  cadres  were  charged 

with  having  committed  the  deviation  of  'departmentalism':  "...  on  the 

part  of  certain  hsien,  ch'u,  hsiang  and  cooperative  cadres ,  there  is 

demonstrated  serious  departmentalism  which  should  be  criticized  and 

overcome.  Some  cadres  only  care  for  the  small  advantages  to  be  derived 

for  the  peasants  of  their  own  hsiang  or  cooperatives,  and  try  all  they 
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can  to  conceal  the  actual  output  and  sell  less  and  keep  more  gram." 
Cadres  guilty  of  departmentalism  were  characterised  as  placing  the 
interests  of  the  cooperatives  ahead  of  the  state;  not  being  "concerned 
with  the  grain  situation  in  the  country  as  a  whole";  and  as  "entertain- 
[ing]  the  one-sided  viewpoint  of  the  peasants."51  In  practice,  depart¬ 
mentalism  was  manifested  in  a  number  of  ways.  For  example,  rural  cadres 

had  made  the  "demand  that  the  state  make  less  purchases  and  issue  more 
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sales,  and  stretch  [ed]  out  their  hands  to  the  state  for  more  gram. " 
Generally  speaking,  "...  in  their  actual  work,  they  adopt[ed]  the  atti¬ 
tude  of  'rather  be  scolded  by  one  family  (referring  to  criticism  from 
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the  upper  level) ,  than  be  blamed  by  a  thousand  families  (referring  to 

53 

blame  from  the  members  of  cooperatives) 

However,  rural  cadres  were  not  solely  to  blame  for  departmental- 
ist  tendencies .  There  is  strong  evidence  to  suggest  that  their  behavior 
was  influenced  by  decisions  made  by  their  superiors,  namely  the  prov¬ 
incial  leadership. 

Provincial  Officials 

As  has  been  shown,  middle  peasants,  organized  units  of  collective 
agriculture,  and  rural  cadres  were,  for  different  reasons,  opposed  to 
the  procurement  policy  of  the  central  FM.  There  was  also  the  need  to 
ensure  wheat  supplies  to  the  cotton  growers  and  the  urban  areas .  It  is 
at  the  provincial  level  that  one  would  expect  to  find  the  interests  of 
these  various  groups  aggregated  and  efforts  made  to  accommodate  them. 

In  addition  to  widespread,  general  dissatisfaction  with  grain 
procurement  policy,  the  provincial  officials  had  a  number  of  other  good 
reasons  of  their  own  for  attempting  to  minimise  their  provinces '  procure¬ 
ment  obligations  to  the  central  FM.  Provincial  officials  had  an  inter¬ 
est  in  avoiding  the  use  of  force  to  fulfill  procurement  obligations. 

The  use  of  coercive  measures  had  at  least  three  serious  shortcomings. 
First,  the  procurement  experience  of  the  early  1950's  indicates  that  the 
use  of  coercion  to  meet  procurement  quotas  had  led  to  the  exercise  of 

counterforce  by  the  peasantry;  grain  collectors  had  been  killed  for 
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their  efforts.  Second,  "commandism" ,  or  the  use  of  compulsion,  was 
undesirable  because  by  coercing  the  producers  an  important  source  of 
information  regarding  provincial  grain  output  was  alienated.  Lacking 
reliable  information  on  provincial  grain  output  increased  uncertainty 
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concerning  grain  availability.  This  would  greatly  complicate  the 
efforts  of  provincial  officials  in  arranging  intra-provincial  distribu¬ 
tion.  Third,  "commandism"  was  generally  frowned  upon  as  a  means  to 
meet  grain  quotas.  If  they  wished  to  avoid  severe  reprimands  from  the 

central  authorities,  then  provincial  officials  had  to  make  sure  that 

55 

gram  cadres  did  not  resort  to  "commandism".  Of  course,  restrictions 
on  the  use  of  coercion  would  have  reduced  the  likelihood  that  central 
grain  quotas  would  be  met.  Since  meeting  grain  quotas  was  a  lower 
priority  for  provincial  authorities,  it  was  in  their  interest  to  pro¬ 
scribe  "commandism"  in  the  collection  and  purchase  of  grain. 

Provincial  officials  had  an  interest  in  maintaining  peaceful, 
orderly  conditions  in  a  province.  If  provincial  officials  submitted  to 
purchase  quotas  without  regard  for  intra-provincial  grain  needs ,  then 
the  prospect  existed  that  some  areas  under  their  jurisdiction  would 
experience  famine  conditions.  In  turn,  famine  conditions  increased  the 
likelihood  of  localised  disorder,  including  protests,  theft  from 
granaries,  prostitution,  murder,  and  black  market  activity. 

As  if  these  prospects  were  not  gloomy  enough,  central  government 
authorities  did  not  look  kindly  upon  provincial  officials  who  allowed 
their  citizens  to  starve.  More  than  three  hundred  people  starved  in 
Kwangsi  in  1956  as  a  result  of  the  overpurchase  and  undersupply  of  grain. 

The  provincial,  special  district,  and  hsien  officials  involved  were  held 
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responsible  for  the  disaster,  and  were  "severely  punished." 

For  these  reasons  it  was  judicious  on  the  part  of  provincial 
officials  to  ensure  that  intra-provincial  grain  needs  were  not  slighted 
to  meet  heavy  FM  procurements  quotas.  Under  these  circumstances. 
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provincial  officials  had  an  interest  in  limiting  any  extra-provincial 
demands  for  wheat  which  might  be  made  on  them.  The  only  extra-provincial 
demand  came  from  the  central  FM. 

It  should  be  pointed  out  that  opposition  to  the  unified  purchase 
and  sale  of  grain  was  both  pervasive  and  permanent.  Evidence  of  the 
pervasiveness  of  opposition  is  available  for  the  late  1950's.  Specific¬ 
ally,  there  was  widespread  criticism  of  the  central  government's  food- 
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grain  policy  during  the  Hundred  Flowers  period  in  May-June  1957. 

Although  specific  issues  varied  from  place  to  place,  opposition  to 

procurement  was  articulated  in  Honan,  Shensi,  Kiangsu  (major  wheat 

producers),  Kwangtung,  Kansu,  Hupeh,  Fukien,  Kiangsi,  Kwangsi,  Shansi, 

and  Szechwan. 

Moreover,  opposition  to  procurement  was  not  restricted  to  the 

1950's.  During  the  Cultural  Revolution  period  (1966-1969),  refusal  to 

sell  grain  to  the  FM,  demands  for  lower  grain  quotas,  and  demands  for 
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distribution  of  reserve  grain  were  widespread.  As  had  been  the  case 

earlier,  rural  cadres  extended  support  to  the  peasants  on  the  grain 

question  and  encouraged  them  to  retain  grain  for  their  own  consumption. 

60 

Peasants  and  cadres  took  matters  into  their  own  hands  m  many  places . 

It  appears,  therefore,  that  widespread,  persistent  hostility  to  the 
unified  purchase  and  sale  of  grain  has  existed  among  grain  growers  in 
China  since  the  early  1950 's. 

Sources  of  Provincial  Power 
Decision-making  Powers 

With  respect  to  the  grain  trade,  the  growth  of  provincial  powers 
can  be  traced  from  the  1953  directive  establishing  the  government  grain 
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monopoly,  through  to  the  1957-58  decentralisation  measures  in  grain 
administration . 

6 1 

Under  the  November  1953  directive,  the  provinces  were  granted 
certain  limited  powers.  Specifically,  they  were  empowered  to  make 
decisions  concerning  the  apportionment  of  purchase  and  supply  quotas 
to  government  organs  at  the  administrative  district  and  hsien  levels; 
they  were  empowered  to  "...  draw  up  draft  plans  of  the  types  and 
standards  of  grain  to  be  purchased  in  a  planned  manner  . .." ;  and  they 
were  given  some  authority  to  fix  grain  prices  within  their  jurisdiction.6 

Twenty-two  months  later,  in  August  1955,  the  State  Council  issued 

6  3 

a  new  set  of  measures  pertaining  to  the  grain  trade.  As  was  the  case 
with  the  1953  directive  the  new  measures  were  designed  to  bring  under 
government  control  a  larger  portion  of  the  total  amount  of  surplus  grain 
marketed  by  the  peasants.  In  the  case  of  the  1955  measures,  there  was 
the  further  intention  of  stabilising  procurement  at  a  level  high  enough 
to  meet  the  FM's  anticipated  grain  supply  obligations. 

The  1955  measures  were  widely  referred  to  as  the  san-ting  or 
"Three-Fix"  policy.  The  policy  set  out  procedures  for  "fixing"  or 
determining  the  amount  of  grain  produced,  the  amount  of  surplus  grain  to 
be  purchased  by  the  government,  and  the  amount  of  grain  to  be  sold  in 
rural  districts  by  the  government.  The  "Three-Fix"  policy  was  to  remain 
in  effect  for  three  years,  beginning  with  the  1955-56  grain  year. 

Discussing  the  method  for  fixing  grain  output,  one  source  pointed 
out  that  "considering  the  extensive  area  of  our  country  and  the  com¬ 
plicated  conditions  in  our  country,  the  measure  is  nothing  more  than  a 
provision  in  principle,  and  all  the  areas  concerned  will  have  to  work  out 
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concrete  measures  in  the  light  of  local  conditions  to  fix  the  grain  out¬ 
put  of  peasant  households  correctly,  simultaneous  with  the  'fixing 
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purchase'  and  'fixing  sale'...."  The  "Three-Fix"  policy  recognised 
the  need  to  take  local  conditions  into  account.  Moreover,  it  acknowl¬ 
edged  the  need  for  subnational  officials  to  take  responsibility  for  the 
fulfillment  of  planned  grain  purchase  and  sales  quotas.  In  exchange  for 

accepting  this  responsibility,  the  provinces  were  granted  broad,  funda- 
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mental  powers  m  grain  work.  These  powers  gave  the  provinces  a  sub¬ 
stantial  amount  of  control  over  intra-provincial  grain  purchase  and 
supply.  In  terms  of  limiting  wheat  procurement,  the  provinces  had  three 
key  decision-making  powers.  First,  the  authority  to  set  grain  consump¬ 
tion  standards  (and  revise  them  in  light  of  changing  production  con¬ 
ditions)  provided  provincial  officials  with  a  means  of  reducing  the 
total  amount  of  surplus  grain  available  for  procurement.  Second,  the 
authority  to  apportion  procurement  quotas  among  the  grain-growing  hsien 
provided  a  means  of  shielding  the  wheat-producing  hsien  from  high  quotas; 
purchase  quotas  for  hsien  growing  foodgrains  other  than  wheat  could  be 
set  at  comparatively  higher  levels.  Third,  the  authority  to  determine 
the  grain  varieties  to  be  procured  gave  provincial  officials  the  power 
to  stress  the  procurement  of  grains  other  than  wheat. 

In  addition  to  these  important  powers,  the  provinces  apparently 
acquired  the  right  to  fix  prices  for  foodgrains,  including  wheat  as 
early  as  1953.  The  1953  grain  directive  charged  the  Government  Adminis¬ 
trative  Council  (GAC)  Financial  and  Economic  Affairs  Committee  with 
formulating  the  principle  upon  which  grain  price  readjustments  were  to 
be  made  for  cities  and  towns.  The  provincial  governments  were  directed 
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to  "undertake  to  examine,  in  accordance  with  the  principle  formulated 
by  the  GAC  Committee  of  Financial  and  Economic  Affairs,  grain  prices  in 
towns  under  their  control  and  draw  up  readjustment  schemes  to  be  sub¬ 
mitted  to  ...  the  Administrative  Committee  of  administrative  regions 
for  approval  . . .  and  to  the  GAC  Financial  and  Economic  Affairs  Committee 
for  record. ... As  no  reference  is  made  to  the  price-fixing  process 
in  the  1955  grain  measures,  the  1953  price  provision  probably  remained 

in  effect.  The  decentralisation  of  the  commercial  ministries  in  1958 

G  7 

formalised  provincial  pricing  authority.  Evidently,  the  power  to  fix 

grain  prices  was  used.  Donnithorne  has  pointed  out,  for  example,  that: 

In  1959  the  Kweichow  Provincial  People's 
Council  was  reported  to  have  decided  to 
raise  the  procurement  prices  for  rice, 
millet  and  beans,  in  order  to  provide 
incentive  for  greater  production.  No 
indication  was  given  in  the  report  that 
this  action  by  a  provincial  authority 
was  anything  out  of  the  ordinary. ^8 

More  recently,  information  has  become  available  which  indicated  that 
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wheat  prices  "seem  to  be  set  according  to  the  province.  It  is  clear 

then,  that  the  provinces  have  some  authority  to  set  grain  purchase  and 
sales  prices.  The  authority  to  fix  prices  is  probably  limited  in  the 
sense  that  provincial  price  adjustments  must  fall  within  the  price  ranges 
for  various  grains  as  established  by  the  State  Council  Financial  and 
Economic  Affairs  Committee  on  behalf  of  the  FM.  Even  with  such  limits, 
the  manipulation  of  intra-provincial  grain  prices  provides  a  means  of 
encouraging  or  discouraging  both  the  production  and  sale  of  certain 
varieties  of  grain.  For  example,  on  the  basis  of  this  authority,  the 
provincial  government  could  either  raise  wheat  purchase  prices  or  lower 
them.  If  prices  were  raised,  then  the  quantity  of  wheat  which  could  be 
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purchased  with  a  given  amount  of  funds  would  be  reduced.  If  prices 

were  lowered,  then  the  amount  of  wheat  offered  for  sale  by  the  peasants 
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would  probably  be  reduced.  Although  price-fixing  enhanced  provincial 
control  over  wheat  procurement,  it  is  the  three  decision-making  powers 
discussed  earlier  which  probably  had  the  greatest  impact  on  efforts  to 
curb  the  central  FM's  acquisition  of  wheat  between  1955  and  1958. 

As  the  "Three-Fix"  policy  approached  the  termination  date 
(presumably  June  1958) ,  proposals  were  advanced  favoring  a  redistribu¬ 
tion  of  authority  in  the  grain  trade.  During  1956  and  1957,  "a  few 
comrades",  probably  provincial  officials,  had  taken  the  view  that 

...  Central  Government  control  over  purchase, 
sale  and  transfer  would  involve  too  many 
targets  and  too  much  restriction  and,  moreover, 
would  incline  the  local  governments  to  rely  on 
the  Central  Government.  In  their  view,  the 
provisions  forbidding  excess  sales,  reduction 
of  collection  and  use  of  surplus  grains  are 
somewhat  irrational  and  would  cause  some  in¬ 
convenience.  They  suggested  that  the  'amount 
of  difference  between  collection  and  sale'  and 
the  'amount  of  difference  in  transfer'  be  taken 
as  targets  in  place  of  the  centralized  manage¬ 
ment  of  purchase,  sale  and  transfer.  Under  such 
arrangements,  all  areas,  after  fixing  the  amount 
of  difference  between  collection  and  sale  and 
the  amount  of  difference  in  transfer,  may 
organize  their  own  food-grain  purchase  and  sale 
plans,  may  collect  and  sell  more  or  collect  and 
sell  less,  and  have  authority  to  dispose  of  the 
foodgrains  that  are  in  excess  of  the  plans; 
when  they  are  unable  to  fulfill  their  plans, 
they  will  try  to  make  up.  In  their  view,  such 
arrangements  can  suit  local  conditions  and 
bring  the  local  activity  into  full  play.72 

Significantly,  these  proposed  changes  in  the  division  of  responsi¬ 
bility  and  authority  between  central  and  provincial  governments  were 
acted  upon.  Between  the  winter  of  1957  and  the  spring  of  1958,  the  State 
Council  promulgated  three  sets  of  regulations  which  sanctioned  important 
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changes  in  provincial  decision-making  authority  over  the  grain  trade. 

Taken  together,  the  thrust  of  the  measures  was  to  expand  and  entrench 

existing  provincial  grain  powers.  In  April  1958,  the  State  Council 

issued  measures  effecting  a  decentralisation  of  authority  in  grain 
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administration.  Under  these  measures,  the  central  officials  retained 

nominal  control  over  setting  provincial  purchase  and  supply  targets; 

the  provincial  officials  were  authorised  to  readjust  these  targets  in 

accordance  with  local  conditions .  Intra-provincial  transfer  targets 
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were  "within  broad  limits,  left  to  the  provincial  authorities." 

Generally  speaking,  the  provincial  officials  had  been  granted  virtually 
complete  control  in  determining  grain  plans  and  targets  within  their 
jurisdictions.  The  central  government  retained  its  authority  to 
establish  inter-provincial  grain  transfer  targets.  .  Under  normal  circum¬ 
stances,  these  targets  were  not  subject  to  major  revision;  the  provinces 
were  expected  to  fulfill  assigned  transfer  balances  on  the  basis  of  their 
substantial  control  over  intra-provincial  grain  work. 

The  State  Council  also  issued  measures  which  had  implications  for 

the  control  of  state  grain  reserves.  In  November  1957,  the  Decree  on 
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the  Reform  of  the  Commercial  Management  System  was  promulgated.  In 
this  decree  control  over  Grade  1  granaries  was  divided  between  the 
central  and  provincial  levels.  Previously,  the  central  officials  had 

had  exclusive  control  over  these  grain  stocks;  under  the  new  arrangement 
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the  central  FM  was  to  be  the  "senior  partner. 

Finally,  in  the  first  half  of  1958  the  State  Council  issued 

77 

additional  related  grain  measures.  These  measures,  known  as  the  pao-kan 
policy,  effected  a  shift  of  responsibility  from  centre  to  province  and 
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introduced  a  new  grain  purchasing  system.  Under  this  policy,  the 

central  FM  was  relieved  of  its  responsibility  for  providing  food  to 

grain-short  peasants  in  grain-growing  areas.  This  responsibility  was 

assumed  by  the  provincial  governments.  In  terms  of  the  size  of  the 

grain-short  population,  the  central  FM  had  reduced  its  total  supply 

7  8 

obligations  by  roughly  25%.  At  the  same  time,  this  meant  that  the 
provincial  governments  were  directly  responsible  for  supplying  grain 
to  over  50  million  peasants. 

This  shift  of  responsibility  implied  that  provincial  grain 
procurement  on  behalf  of  the  central  FM  could  be  correspondingly  re¬ 
duced.  Prior  to  1958,  tax,  food  ration,  and  seed  and  fodder  require¬ 
ments  were  all  deducted  from  total  output  to  arrive  at  the  surplus 
available  for  state  purchase.  Of  the  surplus,  80-90%  was  to  be  sold 
to  state  procurement  agents.  For  all  practical  purposes,  this  amounted 

to  a  central  FM  monopoly  with  respect  to  the  disposition  of  surplus 
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grain . 

Due  to  the  shift  of  responsibility  for  grain-short  peasants,  a 

profound  change  was  made  concerning  procurement.  The  pao-kan  policy 
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replaced  the  variable  purchase  quota  with  a  "fixed"  purchase  quota. 

Regardless  of  the  harvest  obtained,  the  fixed  purchase  quotas  basically 
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were  not  subject  to  modification.  In  practice,  the  fixed  purchase 
quota  was  to  be  added  to  the  other  standard  deductions  made  against 
total  grain  output.  After  having  made  all  the  necessary  deductions,  any 
remaining  grain  was  regarded  as  surplus.  Significantly,  the  power  to 
decide  on  the  disposition  of  surplus  grain  after  1958  rested  at  the 
provincial  level.  Provided  that  the  fixed  purchase  quotas  were  fulfilled, 
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the  provinces  were  not  required  to  direct  subordinate  units  to  sell 
any  of  the  surplus  grain  to  state  procurement  agents.  Instead,  they 
were  in  a  position  to  build  up  reserves  under  provincial  jurisdiction, 
distribute  additional  grain  for  consumption  within  the  province,  and 
so  on.  This  explains  why  the  provinces  were  granted  some  authority 
over  the  disposition  of  stocks  in  Grade  1  granaries:  access  to  the 

granaries  was  needed  because  a  portion  of  the  grain  stored  was  under 

....  82 
provincial  jurisdiction. 

The  change  made  to  procurement  policy  in  1958  was  intended  to 
stabilise  central  FM  grain  acquisition  regardless  of  the  harvest  ob¬ 
tained.  However,  it  eliminated  the  possibility  of  substantially  over¬ 
fulfilling  purchase  quotas  in  good  harvest  years  because  the  central 
FM  now  had  no  authority  over  the  disposition  of  surplus  grain.  In  other 
words,  the  central  FM  had  lost  the  power  to  bring  under  its  control  the 
greater  part  of  the  surplus  grain  generated  by  increased  output.  This 
change  had  serious  implications  for  the  capacity  of  the  central  FM  to 
supply  its  grain  customers.  If  demands  for  grain  supplies  continued  to 
rise,  especially  in  the  major  urban  centres,  then  the  fixed  quantity 
of  grain  available  for  distribution  would  gradually  become  totally  in¬ 
adequate.  This  hypothesis  suggests  the  need  to  examine  urban  grain 
demand  after  1958  and  the  central  FM's  response.  In  the  meantime,  it 
is  worth  noting  that  the  pao-kan  policy  was  in  effect  between  July  1958 
and  June  1963.  Thus,  the  central  FM's  loss  of  power  to  procure  surplus 
grain  corresponds  with  the  initiation  of  sizeable  wheat  imports,  which 


began  in  1960-61. 
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Provincial  control  over  the  disposition  of  surplus  grain  was  an 
important  power  resource.  Obviously,  to  remove  any  doubt  that  the 
central  FM  might  interfere  with  the  surplus,  the  provincial  officials 
needed  the  power  to  ensure  the  execution  of  provincial  decisions  on 
grain  procurement.  Two  important  power  resources  in  this  regard  are 
the  control  of  the  provincial  grain  apparatus  and  control  of  relevant 
information . 

Control  over  the  Provincial  Grain  Apparatus 

This  crucial  power  has  three  components:  provincial  control 
over  (1)  grain  personnel;  (2)  allocation  of  manpower;  and  (3)  grain 
procurement  organs . 

The  provincial  officials  can  ensure  enforcement  of  their  grain 
procurement  decisions  through  control  over  the  grain  cadres.  Control 
over  the  grain  cadres  was  based  on  both  promises  and  threats.  Specific¬ 
ally,  cadres  who  elected  to  support  and  implement  provincial  grain 
decisions  were  likely  to  experience  rapid  promotion  within  the  province. 
Cadres  tempted  to  resist  or  obstruct  the  correct  implementation  of 
provincial  decisions  had  to  consider  the  consequences.  Disciplinary 
measures,  ranging  from  stern  warnings  to  dismissal  from  the  Party,  could 
be  used  if  necessary.  Obstructive  cadres  were  liable  for  dismissal  from 

their  posts;  more  reliable  cadres  could  then  be  installed  in  these  same 
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posts.  Teiwes  mentions  two  specific  methods  which  were  widely  used  to 
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deal  with  uncooperative  cadres  in  general.  One  method  was  to  hold  a 
formal  examination  on  a  cadre's  behavior;  in  some  cases  charges  could  be 
fabricated  in  order  to  impose  disciplinary  measures.  The  other  method 
was  to  demote,  transfer  laterally,  dismiss,  or  otherwise  remove 


107 


recalcitrant  cadres  from  key  posts.  Occasionally,  this  action  was 
justified  on  the  grounds  of  organisational  retrenchment.  In  short,  if 
provincial  officials  were  determined  to  limit  grain  procurement,  then 
the  grain  cadres  were  an  unlikely  source  of  opposition.  The  effective 
control  of  grain  cadres  was  probably  partly  responsible  for  the  out¬ 
right  failure  to  buy  certain  agricultural  products  slated  for  planned 
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purchase  in  1958-59. 

The  provincial  officials  ensure  the  enforcement  of  their  procure¬ 
ment  decisions  through  control  over  the  allocation  of  manpower.  It 
should  be  emphasised  that  provincial  governments  are  faced  with  diverse 
demands  competing  for  the  allocation  of  a  variety  of  resources,  includ¬ 
ing  personnel,  funds,  and  manpower.  While  other  resources  are  important, 
sufficient  manpower  is  perhaps  crucial  to  the  successful  execution  of 
assigned  tasks.  In  the  agricultural  sector,  the  provincial  officials 
must  arrange  the  distribution  of  available  manpower  for  such  tasks  as 
irrigation  construction,  water  conservancy,  ideological  and  political 
education  campaigns,  and,  of  course,  for  planting,  fertilising,  weeding, 
and  harvesting.  They  have  not  only  a  great  number  of  tasks,  but  many  of 
these  must  be  performed  simultaneously. 

Grain  procurement  tasks  place  heavy  demands  on  available  manpower. 

For  example,  in  the  1953-54  grain  year,  "several  million  cadres  took 
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part  in  planned  grain  purchase  work"  nationwide.  Obviously,  at  the 
provincial  level  grain  procurement  involves  tens  of  thousands  of  cadres . 
Faced  with  many  priorities,  provincial  officials  regarded  grain  procure¬ 
ment  as  simply  one  task  among  many  requiring  manpower.  To  the  extent 
that  provincial  officials  sought  to  limit  procurement  on  behalf  of  the 
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FM,  the  control  over  manpower  gave  them  at  least  three  methods  of 

doing  so.  First,  available  manpower  was  allocated  to  rural  tasks 

other  than  grain  procurement.  During  the  1958-59  purchasing  drive, 

for  example,  "...  areas  have  been  so  preoccupied  with  the  revamping  of 

people's  communes  that  they  have  not  been  able  to  devote  a  great  deal 
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of  time  to  the  [grain]  collection." 

Second,  grain  procurement  operations  were  "relaxed"  or  slowed 

down  so  as  to  let  time  run  out  and  have  procurement  tasks  overtaken  by 

more  pressing  rural  tasks.  In  other  words,  cadres  were  ordered  to  go- 

slow  until  other  scheduled  assignments  became  so  imminent  that  manpower 

necessarily  had  to  be  diverted  away  from  grain  procurement.  The  "basic 

completion"  of  the  1958-59  purchase  program  was  jeopardised  by  the  fact 

that  rural  manpower  had  to  be  reassigned  to  the  "busy  spring  cultiva- 
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tion."  Finally,  of  that  manpower  apportioned  to  perform  purchasing 

tasks,  it  was  entirely  possible  for  the  provincial  officials  to  assign 

more  cadres  to  purchase  grain  crops  other  than  wheat.  Clearly,  by 

overburdening  those  charged  with  wheat  procurement  the  acquisition  of 
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a  large  volume  of  wheat  was  unlikely. 

More  generally,  provincial  cadre  recruitment  practices  had 

implications  for  grain  procurement.  One  author  has  hypothesised  that, 

if  regime  interests  with  respect  to  grain  procurement  were  to  prevail 

over  peasant  interests,  it  probably  would  become  necessary  to  rely  on 

"bureaucratic  and  predominantly  coercive  controls  wielded  by  out- 
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siders...."  Had  provincial  authorities  wanted  to  ensure  that  surplus 
grain  was  procured  on  behalf  of  the  FM,  they  would  have  recruited  out¬ 
siders  to  staff  the  bureaucratic  and  coercive  apparatus  at  the  sub¬ 


provincial  level. 
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TABLE  5.  DISTRIBUTION  OF  NATIVES  AND  OUTSIDERS 
AT  SUBPROVINCIAL  LEVEL,  BY  FUNCTION,  1962-65 


Function 

N 

Native 

Outside 

Politics 

90 

69% 

31% 

Administration 

47 

87% 

13% 

Finance  and  Trade 

51 

88% 

12% 

Coercion 

10 

60% 

40% 

Education  and  Technology 

19 

21% 

79% 

Source:  Michael  Oksenberg,  "Local  Leaders  in  Rural  China,  1962-65: 

Individual  Attributes,  Bureaucratic  Positions,  and  Political 
Recruitment,"  in  A.  Doak  Barnett  (ed.) ,  Chinese  Communist 
Politics  in  Action  (Seattle:  University  of  Washington  Press, 
1969) ,  p.  187. 


As  Table  5  indicates,  it  is  clear  that  outsiders  were  a  minority  in 
subprovincial  coercive  apparatus.  Moreover,  the  two  functional  fields 
with  responsibility  for  the  local  grain  trade  -  administration  and 
finance  and  trade  -  mainly  were  composed  of  individuals  native  to  the 
locality  in  which  they  were  posted. 

The  provincial  officials  also  were  able  to  enforce  their  procure¬ 
ment  decisions  through  control  of  the  provincial  grain  purchasing  organs. 
Prior  to  1958  there  was  little  opportunity  to  exercise  control  over  the 

purchasing  system  because  the  provincial  governments  only  acquired 
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control  in  1958.  The  decentralisation  measures  taken  in  respect  to 
the  commercial  system,  which  included  the  FM,  made  a  significant  change 
in  the  control  of  the  procurement  apparatus.  After  January  1,  1958  the 
provincial  food  departments  exercised  sole  control  over  the  China 


. 
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Foodgrain  Company's  provincial  and  sub-provincial  offices.  In  effect, 
there  was  only  one  organisational  linkage  with  the  procurement  appa¬ 
ratus,  and  that  was  through  the  provincial  food  departments  and  their 
subordinate  bureaus.  In  other  words,  from  1958  the  central  FM  exer¬ 
cised  no  direct  control  over  the  China  Foodgrain  Company's  subnational 
95 

offices . 

The  result  of  this  change  in  control  relationships  was  a  sig¬ 
nificant  weakening  of  the  central  FM's  ability  to  direct  procurement 
in  the  provinces.  Organisationally,  the  central  FM  could  attempt  to 
exert  pressure  on  the  provincial  food  departments.  However,  the  food 
departments  were  under  the  effective  control  of  senior  provincial 

officials.  Specifically,  they  were  directed  by  the  Provincial  Party 
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Committees  after  January  1958.  Consequently,  the  central  FM's 
organisational  control  over  provincial  procurement  agencies  was 
seriously  undermined.  To  a  certain  extent  it  also  lost  control  of  the 
provincial  food  departments.  This  change  in  the  foodgrain  system 
strengthened  the  capacity  of  the  provincial  governments  to  exercise 
their  authority  in  the  grain  trade.  Moreover,  it  corresponded  with 
their  newly  acquired  responsibilities  for  disposing  of  surplus  grain, 
balancing  intra-provincial  purchase  and  supply,  and  feeding  grain-short 
peasants . 

Control  over  Information 

The  control  over  information  entails  not  only  the  possession  of 
relevant  information,  but  also  the  capacity  to  determine  which  informa¬ 
tion  will  be  transmitted  to  superiors  and  subordinates.  Provincial 
officials  were  well  situated  in  the  administrative  structure.  They 
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could  control  both  the  upward  and  downward  flow  of  information  and 
directives.  This  meant  that  they  not  only  had  the  final  word  on 
annual  provincial  grain  output  data,  they  also  were  able  to  interfere 
with  the  transmission  of  central  government  directives. 

The  provincial  level,  however,  was  also  vulnerable  to  misin¬ 
formation  generated  at  lower  levels.  The  most  likely  manipulation  of 

information  is  the  inflation  of  population  statistics  and  the  de- 
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flation  of  grain  output  statistics.  Over-reporting  of  population 
could  be  achieved,  for  example,  by  simply  failing  to  remove  from 
registration  rolls  those  who  had  moved,  died,  or  otherwise  no  longer 
required  f oodgrains .  Similarly,  births  and  inward  migration  which  had 
not  occurred  might  be  added  to  the  rolls.  Under-reporting  of  sown 
area,  yield  per  unit  of  sown  area,  and  total  grain  output  seems  to 
have  been  common.  By  increasing  the  former  and  decreasing  the  latter, 
the  result  is  a  reduction  in  the  grain  available  per  capita  in  a  given 
area.  This  political  arithmetic  could  push  per  capita  grain  avail¬ 
ability  low  enough  to  justify  requests  for  a  reduction  in  purchase 
quotas  at  the  hsien  level.  In  some  cases,  such  data  could  be  used  to 
argue  for  net  inward  grain  transfers  from  other  areas  in  a  province. 

Provincial  officials  doubtless  were  aware  of  these  practices, 
but  there  are  at  least  three  reasons  for  tolerating  grain  fraud  at 
subprovincial  levels.  First,  any  serious  attempt  to  curb  fraudulent 
grain  reporting  would  have  required  a  major,  persistent  and  expensive 
monitoring  program.  Even  with  such  a  program,  grain  fraud  would  have 
been  difficult  to  prevent  because  there  were  genuine  problems  in 
assessing  output,  surplus,  demand  and  shortage  of  grain. 


A  typical 
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problem,  for  example,  was  in  clearly  distinguishing  households  with 

99 

surplus  grain  from  those  with  shortages  of  grain.  Assessment  prob¬ 
lems  were  compounded  because  there  were  many  different  forms  of  under¬ 
reporting,  and  these  deceptions  involved  not  only  the  peasants  but 
also  rural  cadres  and  the  management  committees  of  APC's  and  communes.10 
Moreover,  underreporting  would  have  had  to  have  been  exceptionally 
widespread  before  it  threatened  the  fulfillment  of  intra-provincial 
grain  needs . 

Second,  underreporting  permitted  more  grain  to  be  retained  by 
the  producers;  it  provided  an  incentive,  albeit  an  illicit  one.  More 
important,  some  of  the  grain  withheld  presumably  was  kept  for  emergency 
purposes.  Underreporting  provided  some  margin  of  safety  against  intra¬ 
provincial  agricultural  calamities,  especially  those  which  were  not 
devastating  enough  to  qualify  for  relief  assistance  from  the  central 
government . 

Third,  provincial  officials  doubtless  brought  forward  provincial 
grain  and  population  data  in  their  attempts  to  negotiate  lower  transfer 
quotas.  The  lower  the  grain-to-population  ratio,  the  better  their  case 
for  reduced  quotas.  If  a  deception  was  uncovered,  then  the  provincial 
officials  could  deny  direct  knowledge  of  that  fact.  Also,  they  were  in 
a  position  to  shield  errant  subordinates  from  punishment.  In  any  event, 
the  resulting  uncertainty  regarding  actual  grain  and  population  data 
probably  spurred  the  provincial  officials  to  negotiate  quotas  aggres¬ 
sively  . 

Provincial  officials  distorted  central  directives  to  meet  their 
own  needs.  They  have  been  known,  for  example,  to  alter,  delete,  and 
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replace  words,  phrases,  and  provisions  in  central  directives  as  was 

101 


deemed  necessary. 


More  commonly,  provincial  officials  simply  did 


not  transmit  objectionable  directives  to  lower  levels.  For  example, 

in  late  June  1957,  the  provincial  leadership  in  Honan  had  implemented 

measures  to  relax  regulation  of  the  rural  market  and  restrict  grain 
102 


procurement . 


At  a  National  Grain  Conference  held  in  July  1957, 


decisions  were  taken  to  increase  grain  purchases  in  bumper  crop  areas 


and  to  abolish  rural  free  markets. 
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Obviously,  these  decisions  con¬ 


flicted  with  those  taken  earlier  by  the  Honan  leadership.  The  5th 

(enlarged)  plenary  session  of  the  Honan  Provincial  Committee,  held  in 

August  1957,  could  have  been  expected  to  transmit  the  national 

decisions.  During  the  session,  however,  the  provincial  leadership  did 

not  allow  a  report  to  be  made  on  the  decisions  taken  at  the  National 
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Grain  Conference. 


Thus,  the  provincial  officials  hoped  to  avoid 


implementing  the  centrally-sponsored  grain  decisions  simply  by  not 
acting  on  them. 

Finally,  control  of  the  public  communications  media  also  was 
held  by  provincial  officials.  To  increase  grain  purchases,  provincial 
level  assistance  would  be  necessary  in  order  that  press  and  radio 
propaganda  efforts,  designed  to  exhort  peasants  to  sell  a  little  more 
surplus  grain,  came  to  pass.  Without  some  concrete  concessions  to  the 
involved  province,  provincial  officials  could  hardly  be  expected  to 
urge  the  peasants  to  part  with  their  grain. 
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Access 

At  the  first  stage  of  decision-making  the  central  FM  determines 
grain  supply  strategy.  As  constituent  units  of  the  FM  organisation, 
provincial  food  departments  had  routine  bureaucratic  access  to  the 
central  FM.  On  matters  of  importance,  the  central  FM  called  national 

conferences  attended  by  senior  officials  of  the  provincial  food 
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bureaus.  If  political  power  can  be  defined  as  participation  in 

decision-making,  then  these  grain  conferences  provided  fora  in  which 

the  provinces  could  exercise  power.  In  this  regard,  it  is  noteworthy 

that  the  central  FM  called  a  conference  of  the  key  wheat  provinces  in 
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June  1958.  The  participants  were  directors  and  deputy  directors  of 

the  grain  departments  and  boards  of  Honan,  Kiangsu,  Anhwei,  Shansi, 
Shantung,  Shensi,  Hupeh,  and  Hopeh.  The  purpose  of  the  conference  was 
to  discuss  the  implications  of  the  pao-kan  policy  for  grain  procurement. 
It  will  be  recalled  that  the  pao-kan  policy  had  shifted  control  of 
surplus  grain  from  the  central  FM  to  the  provincial  governments. 

As  could  be  expected,  the  conferees  discussed,  apparently  at 

great  length,  the  intentions  of  the  provincial  governments  with  respect 

to  the  disposition  of  surplus  grain.  Three  measures  for  the  disposal 

of  surplus  grain  were  considered: 

The  first  is  to  let  the  grain  stay  in  the 
hands  of  the  cooperatives  until  the  autumn 
harvest  is  over  when  the  larger  portion  of 
the  surplus  from  an  assessment  for  the  year 
will  be  incorporated  into  grain  stocks  or 
common  reserves  of  the  cooperatives  and  the 
balance  (five  to  10  percent  or  20  to  30 
percent)  will  be  distributed  to  the 
cooperative  members  according  to  the  amounts 
of  labor  they  expend,  thereby  appropriately 
improving  the  conditions  of  their  grain 
consumption.  The  second  suggests  sale,  in 
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the  course  of  the  state  summer  collection, 
of  the  surplus  in  discharge  of  the  cooperative 
annual  commitments  to  the  state  for  final 
settlement  after  the  autumn  harvest.  The 
third  calls  for  free  disposal  by  cooperatives. 

The  majority  of  the  representatives  think  that 
the  first  measure  is  the  most  reliable  and 
practical . 107 

It  is  indicative  of  the  distribution  of  power  that  the  second  measure 

was  not  acceptable.  The  second  measure,  proposing  the  sale  of  surplus 

grain,  was  in  the  interest  of  the  central  FM  and  probably  originated 

with  its  representatives.  Given  the  provincial  grain  interest,  it  can 

be  assumed  that  the  other  two  measures  were  advanced  by  provincial 

representatives.  Obviously,  the  principal  goal  of  the  authorities  in 

the  wheat  provinces  was  to  use  surplus  grain  to  build  subprovincial 

reserves.  The  balance  was  to  be  distributed  to  the  peasants.  It  is 

clear  that  the  wheat  provinces  did  not  regard  selling  part  of  the 

surplus  to  the  central  FM  as  an  attractive  option.  However,  the 

provincial  food  representatives  did  concede  that  "...  grain  departments 

should  actively  buy  [the]  portion  of  the  surplus  [distributed  to 

cooperative  members]  if  it  is  the  desire  of  the  cooperatives  concerned 
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to  sell  it  to  the  state  to  enlarge  reproduction."  Given  the  inter¬ 

ests  of  agricultural  production  units,  the  provincial  food  representa¬ 
tives  must  have  realised  that  most  of  the  distributed  surplus  would  not 
leave  the  cooperatives.  In  effect,  authorities  in  the  wheat  provinces 
had  decided,  under  the  auspices  of  the  central  FM,  that  surplus  grain 
would  not  be  sold  to  the  central  government. 

Evidence  of  provincial  access  to  the  central  FM  based  on  over¬ 
lapping  membership  is  weak.  Those  individuals  who  occupied  a  position 
as  Vice  Minister  of  the  FM  in  1961  were  selected  in  order  to  identify 
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access  relationships  based  on  overlapping  membership.  In  1961,  none 


of  the  Vice  Ministers  concurrently  held  a  position  in  any  of  the  key 


wheat  provinces . 
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Of  the  seven  individuals  known  to  have  held  the 


position  of  Vice  Minister  in  1961,  two  members  had  been  affiliated 
with  key  wheat  provinces.  Prior  to  his  FM  appointment  in  February 
1960,  Yang  Shao-ch'iao  had  held  positions  in  Honan.110  An  Fa-ch'ien, 
a  native  of  Pingyuan  province ,  was  appointed  Vice  Minister  of  the  FM 


in  September  1960. 
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Pingyuan  was  abolished  in  1952,  and  absorbed 
112 


into  Shantung,  Honan  and  Hopei.  An  had  served  in  the  Pingyuan 


Provincial  Government,  and  would  have  had  contact  with  those  indi¬ 
viduals  who  were  reassigned  to  Shantung,  Honan,  and  Hopei  in  1952. 
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A  former  Vice  Minister  of  the  FM,  Huang  Ching-po,  was  Vice 
Governor  of  Shensi  from  August  1958  to  December  1963;  in  addition  he 


was  a  member  of  the  Shensi  Provincial  Committee  from  March  1960  to  May 


1968 
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Huang  was  a  Vice  Minister  of  the  FM  from  November  1952  to 


October  1954  and  again  from  December  1955  to  September  1959.  Thus, 
Huang's  period  of  service  in  the  FM  corresponds  to  that  of  several 


other  Vice  Ministers  who  survived  him.  In  fact,  of  the  seven  Vice 
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Ministers  in  1961,  Huang  had  served  with  four  of  them. 


Huang ' s 


long  association  with  these  individuals  in  the  FM  probably  provided 
direct  access  even  after  he  took  up  posts  in  Shensi.  The  cases  of  Yang, 
An  and  Huang  suggest  that  not  only  were  individuals  associated  with  the 
key  wheat  provinces  prior  to  their  FM  postings,  but  also  that  they  re¬ 
turned  to  serve  in  and  for  those  provinces  after  they  had  been  retired 
from  the  central  FM  apparatus . 


In  sum,  there  is  no  evidence  of  overlapping  memberships  between 
senior  FM  positions  and  positions  in  the  wheat  provinces  during  1961. 
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Some  individuals  held  positions  in  Honan,  Shantung,  Hopei  and  Shensi 
prior  to  and  after  retirement  from  senior  posts  in  the  FM.  However, 
the  implications  that  this  had  for  provincial  access  to  the  central 
FM  are  not  clear.  Insomuch  as  national  conferences  were  used  to 
discuss,  decide,  and  transmit  grain  policy,  overlapping  memberships 
were  perhaps  unnecessary  at  senior  levels  in  the  FM. 

Domestic  Grain  Procurement 

Provincial  power  over  the  grain  trade  gradually  increased  be¬ 
tween  1953  and  1958.  Even  prior  to  the  decentralisation  of  grain 
administration  in  1958,  the  provinces  possessed  the  requisite  instru¬ 
mentalities  to  affect  the  FM's  domestic  procurement  program.  Having 
the  power  to  do  so  in  principle,  the  theoretical  expectation  is  that 
they  actually  did  so  in  practice.  Is  there  empirical  evidence  indicat¬ 
ing  that  the  wheat  provinces  actually  did  influence  FM  grain  procure¬ 
ment  in  directions  favorable  to  their  interests  in  the  1950 's?  If  the 
major  producing  provinces  curbed  the  FM's  acquisition  of  wheat,  then 
this  should  be  reflected  in  some  manner  in  the  quantitative  data  con¬ 
cerning  grain  procurement. 

The  Food  Ministry  has  at  its  disposal  two  basic  methods  of 

extracting  grain  from  domestic  producers.  One  method  is  through  raising 

the  level  of  the  agricultural  tax-in-kind,  and  the  other  is  purchasing 

at  official  prices  the  grain  held  by  the  producers.  The  greater  part  of 

the  agricultural  tax  has  been  normally  paid  in  f oodgrains .  For  example, 
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in  1955,  85  per  cent  of  the  total  agricultural  tax  was  paid  m  grain. 
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TABLE  6.  GRAIN  TAX  AS  PERCENTAGE  OF  TOTAL 
STATE  PROCUREMENT,  1950-1959 
(millions  of  catties,  excluding  soybeans) 


Calendar 

Year 

Total  Collection 

and  Purchases 

Grain  Collected 
as  Tax 

Grain  Tax 
as  %  of  Total 

1950 

66,850 

35,340 

52.9 

1951 

(69,200) 

43,740 

63.2 

1952 

(71,550) 

38,800 

54.2 

1953 

73,900 

35,100 

47.5 

1954 

93,200 

38,000 

40.8 

1955 

87,600 

38,000 

43.4 

1956 

75,700 

36,800 

48.6 

1957 

(90,530) 

36,000 

39.8 

1958 

105,920 

(40,041) 

37.8 

1959 

(121,310) 

(40,532) 

33.4 

Source ;  Dwight  Perkins ,  Market  Control  and  Planning  in  Communist  China, 
(Cambridge:  Harvard  University  Press,  1966),  pp.  248-249. 

Notes : 

(a)  Bracketed  figures  for  total  procurement  for  1951,  1952,  1957,  and 
1959  are  estimates.  For  1951  and  1952,  the  difference  between  the  1950 
and  1953  figures  (7,050)  was  allocated  equally  among  1951,  1952,  and 
1953  (2,350).  For  1957  and  1959,  the  calendar  year  index  provided  by 
Perkins  was  used  to  derive  these  estimates.  Quantities  are  husked  grain. 

(b)  Bracketed  figures  for  agricultural  tax  for  1958  and  1959  are 
estimates.  Perkins  gives  the  yuan  equivalent  for  agriculatural  tax 
collected  in  1957,  1958,  and  1959.  He  also  provides  the  1957  total 
grain  tax  collected  as  36,000  million  catties.  By  assuming  that  the 
yuan  value  remained  roughly  the  same  in  1958  and  1959,  the  agricultural 
tax  collected  in  these  years  can  be  calculated. 
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TABLE  7.  TOTAL  PROCUREMENT  AS  A  PERCENTAGE 
OF  TOTAL  GRAIN  OUTPUT ,  1950-1959 
(millions  of  catties,  calendar  years) 


Year 

Grain 

Output3 

Total 

b 

Procurement 

Procurement  as  a 
%  of  Output 

1950 

211,990 

66,850 

31.5 

1951 

229,585 

(69,200) 

30.1 

1952 

262,480 

(71,550) 

27.3 

1953 

266,730 

73,900 

27.7 

1954 

272,765 

93,200 

34.2 

1955 

297,160 

87,600 

29.5 

1956 

310,250 

75,700 

24.4 

1957 

314,500 

(90,530) 

28.8 

1958 

340,000 

105,920 

31.2 

1959 

280,500 

(121,310) 

43.2 

average  procured:  30.8 


Sources :  Reiitsu  Kojima,  "Grain  Acquisition  and  Supply  in  China,"  E. 

Stuart  Kirby  (ed.)  Contemporary  China,  Vol.  V,  1961-1962, 

(Hong  Kong:  Hong  Kong  University  Press,  1963),  pp.  72-73  for 
1950-1956  grain  output  data.  For  1957-1959  grain  output  data, 
Robert  Michael  Field  and  James  A.  Kilpatrick,  "Chinese  Grain 
Production:  An  Interpretation  of  the  Data,"  CQ,  No.  74,  June 
1978,  p.  372. 

Notes : 

(a)  Excludes  soybeans  and  converted  to  husked  grain  at  the  conventional 
rate  of  85  per  cent. 

(b)  Excludes  soybeans;  husked  grain.  Bracketed  figures  are  estimates 
from  Table  6. 


The  extent  to  which  the  grain  tax  has  been  manipulated  is  re¬ 
flected  in  Table  6.  Obviously  with  the  passage  of  time,  the  grain  tax 
has  accounted  for  a  gradually  decreasing  proportion  of  total  procurement 
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from  grain  producers.  On  the  other  hand,  reliance  on  compulsory  pur¬ 
chases  and  some  voluntary  purchases  has  increased  gradually.  It  is 
significant  that  in  the  1950's  the  Food  Ministry  in  general  acquired, 
on  average,  no  more  than  31  per  cent  of  total  foodgrain  production 
annually.  This  is  indicated  in  Table  7.  In  the  1950's,  for  all 
foodgrains,  as  production  increased,  the  Food  Ministry  consistently 
procured  roughly  the  same  percentage  of  total  output  each  year.  Of 
course,  provided  production  continued  to  increase  yearly,  the  amount 
of  grain  procured  also  increased. 

When  we  turn  to  the  question  of  wheat  acquisition,  however,  the 
situation  is  not  the  same  as  with  foodgrains  in  general.  It  is  clear 
that  the  amount  of  wheat  acquired  by  the  Food  Ministry  was  dropping 
between  1954  and  1957  even  though  wheat  output  was  slowly  rising. 

Moreover,  wheat  was  gradually  becoming  a  smaller  part  of  total  acquisi¬ 
tion,  dropping  from  nearly  25%  to  almost  17%  in  the  space  of  three 
years.  As  the  amount  of  wheat  in  total  procurement  was  diminishing, 
then,  other  grains  were  being  procured  in  its  place.  This  is  persuasive 
evidence  for  the  hypothesis  that  the  major  wheat  producing  provinces 
were  retaining  wheat  and  acquiring  other  grains  on  behalf  of  the  Ministry. 
If  wheat  demand  was  rising  in  the  urban  areas  and  the  amount  of  wheat 
procured  from  producing  provinces  for  distribution  to  the  cities  was 
decreasing,  then  the  producing  provinces  exercised  a  significant  in¬ 
fluence  on  the  Food  Ministry's  procurement  program  in  the  direction  of 
limiting  domestic  wheat  procurement  on  behalf  of  the  Ministry. 


■ 
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TABLE  8 .  STATE 

WHEAT  PROCUREMENT, 
(million  catties) 

1953-54  to 

1958-59 

Year 

Total  Wheat 
Output 

Total  Wheat 

Procurement 

%  of 

Output  a 

%  of  Pro- 

/  U.  \ 

curement '  ' 

1953/4 

36,600 

12,525 

34.22 

15.1 

1954/5 

46,700 

22,276 

47.7 

24.7 

1955/6 

45,900 

16,019 

34.9 

18.6 

1956/7 

49,600 

14,533 

29.3 

17.4 

1957/8 

47,300 

(13,859) 

(29.3) 

(14.9) 

1958/9 

57,900 

(15,353) 

(26.5) 

(13.8) 

Notes : 

(a)  Bracketed  figures  are  estimates.  Wheat  procurement  as  a  proportion 
of  total  wheat  output  for  1953-54  is  given  as  34.22  per  cent  in  SCMP 
664,  pp.  23.  The  percentages  for  1954-55  through  1956-57  are  from  Liang 
Shih  Commentator,  "Certain  Basis  and  Ideas  for  Wheat  Collection  and 
Purchases,"  Liang  Shih  (Grain),  No.  5,  May  25,  1957  in  ECMM  89,  pp.  3-5. 
Total  wheat  acquisition  derived  from  these  percentages.  SCMP  2119  re¬ 
ports  that  10.78  per  cent  more  wheat  was  purchased  in  1958-59  than  in 

1957- 58.  The  1957-58  and  1958-59  figures  were  derived  on  the  assumption 
that  purchases  in  1957-58  represented  the  same  proportion  of  total  out¬ 
put  as  the  1956-57  purchases,  29.3  per  cent.  Alternately,  one  could 
assume  that  purchases  in  1957-58  were  no  more  than  the  average  propor¬ 
tion  of  total  output  procured  between  1953-54  and  1956-57,  36.5  per  cent. 
On  the  latter  assumption,  total  procurement  in  1957-58  was  17,265  million 
catties,  representing  18.6  per  cent  of  the  total  grain  procurement; 

1958- 59  total  procurement  was  19,126  million  catties  (33  per  cent), 
representing  17.2  per  cent  of  total  procurement.  Thus,  even  under  the 
assumption  of  greater  procurement  the  proportion  of  wheat  in  total  FM 
grain  acquisitions  does  not  increase. 

(b)  Dwight  Perkins,  Market  Control  and  Planning  in  Communist  China 
(Cambridge:  Harvard  University  Press,  1966),  pp.  248-249.  To  calculate 
wheat  acquisition  as  a  percentage  of  total  acquisition,  Perkins'  grain 
year  collection  and  purchase  figures  were  used. 
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There  is  indirect  evidence  that  the  acquisition  of  v/heat  by  the 
Ministry  continued  to  decline  after  1957.  One  interesting  point  is 
that  under  the  1958  agricultural  tax  regulations  the  State  Council  - 
more  precisely  the  Finance  and  Trade  Office  -  set  the  tax  rate  for 
each  province.  Significantly,  "within  each  province  the  1958  regula¬ 
tions  allowed  the  provincial  authorities  to  vary  rates  of  tax  from  one 
area  to  another,  so  long  as  the  total  laid  down  for  the  province  was 

duly  paid,  and  similar  latitude  was  accorded  to  the  lower  authori- 
117 

ties...."  Apparently,  the  State  Council  Finance  and  Trade  Office, 

and  by  implication  the  Food  Ministry,  was  unable  to  enforce  tax  col¬ 
lection  of  particular  varieties  of  foodgrains .  In  other  words,  under 
the  1958  tax  regulations  provincial  officials  were  in  a  position  of 
determining  which  food  producing  areas  under  their  jurisdiction  would 
be  taxed  at  what  rates.  Thus,  provincial  officials  could  make  the 

crucial  decision  to  tax  key  wheat  producing  hsien  at  a  lower  rate  than, 
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say,  rice  or,  more  likely,  coarse  grain  producing  hsien .  Although 
the  regulations  did  not  allow  any  hsien  or  higher  authority  to  tax  those 
units  below  it  at  a  rate  greater  than  25%,  it  is  fairly  clear  that  this 
tax  provision  gave  the  provinces  the  power  to  determine  the  quantities 
of  different  varieties  of  grain  to  be  forwarded  to  the  state  granaries. 

Provincial  officials  seem  to  have  enjoyed  a  similar  scope  in 
determining  purchase  quotas  for  grain  surplus  households.  Under  State 
Council  measures  regarding  rural  grain  purchase  and  supply  which  were 
promulgated  in  August  1955,  "concrete  rates  of  purchase  shall  be  deter¬ 
mined  by  the  people's  committees  of  provinces,  autonomous  districts,  and 
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municipalities  directly  under  the  central  government." 


At  the  same 


. 
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time,  it  was  pointed  out  that  the  amount  of  surplus  grain  to  be  pur¬ 
chased  from  peasant  households  "should,  in  general,  account  for  80-90 
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per  cent  of  their  surplus  grain...."  In  other  words,  provided  that 

80-90  per  cent  of  the  surplus  grains  produced  in  a  province  were  col¬ 
lected,  a  degree  of  flexibility  existed  in  implementing  this  measure  such 
that  specific  purchase  quotas  for  different  hsien  could  be  higher  or 
lower  than  the  general  purchase  rate  for  surplus  grain.  To  some  extent 
this  measure,  like  the  tax  provision,  allowed  the  provinces  to  deter¬ 
mine  quantities  and  varieties  of  surplus  grain  to  be  purchased  on  be¬ 
half  of  the  Food  Ministry. 

Similarly,  on  the  consumption  side,  provincial  officials  were 

empowered  under  the  Three  Fix  policy  to  determine  grain  consumption 

standards  for  peasant  households  under  their  jurisdiction,  and  to  re- 
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adjust  them  upward  or  downward  if  they  were  too  low  or  too  high. 

On  the  face  of  it,  provincial  officials  are  not  likely  to  set  grain 
consumption  standards  too  low;  low  standards  would  act  as  a  disincentive 
to  grain  production.  Generally,  the  lower  grain  consumption  standards 
are  set,  the  greater  the  number  of  households  which  could  be  classified 
as  grain-surplus,  and  the  fewer  which  would  be  regarded  as  grain  short. 
Being  classified  as  a  grain-surplus  household  entailed  selling  most  of 
the  surplus  to  the  state  at  official  prices.  Moreover,  surplus  house¬ 
holds  were  not  allowed  to  submit  requests  for  additional  grain  supplies 
from  the  state.  If  classified  as  a  grain-short  household,  however, 
requests  for  additional  supplies  would  be  allowed.  The  margin  of  grain 
retained  by  surplus  and  short  households  would  be  small  if  low  con¬ 
sumption  standards  were  set.  Consequently,  low  consumption  standards 
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would  probably  reduce  the  incentive  to  increase  grain  output  for 
household  use  and  state  purchase.  In  any  case,  low  standards  would 
be  difficult  to  enforce. 

On  the  production  side,  provincial  officials  apparently  were 
able  to  more  or  less  overcome  restrictions  on  producing  particular 
crops.  Specifically,  "...  though  originally  the  higher  authorities 
had  sent  down  plans  for  different  crops  proportionately  ...  in  the 
actual  implementation  of  the  plans  the  proportion  set  has  been  over¬ 
ruled.  From  the  north  to  the  south  throughout  the  country,  many 
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examples  can  be  found  to  substantiate  this."  In  other  words,  local 

officials,  probably  provincial  officials,  were  determining  the  mix  of 

different  varieties  of  foodgrains  and  economic  crops  to  be  produced. 

The  exercise  of  this  decision-making  power  at  the  provincial 

level  plus  the  tax  and  purchase  provisions  mentioned  above  appear  to 

provide  a  partial  explanation  for  the  declining  proportion  of  wheat  in 

total  state  grain  procurement.  Specifically,  the  relatively  large 
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area  sown  to  coarse  grains  m  the  major  wheat  producing  provinces 
suggests  that  it  is  these  grains  and  not  wheat  which  comprise  a  sub¬ 
stantial  portion  of  the  state  collection  and  purchase  in  the  wheat 
producing  provinces.  In  fact  the  Three  Fix  policy  promulgated  by  the 
State  Council  made  explicit  reference  to  the  preferred  mix  of  foodgrains 
to  be  acquired:  "the  varieties  of  grain  for  unified  purchase,  should, 

in  general,  mainly  consist  of  cereals  and  beans  and  may  also  include 
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some  miscellaneous  grain."  Evidently,  provincial  officials  were  not 

paying  much  attention  to  this  provision  because  it  was  in  the  following 
grain  year,  1956-57,  that  the  lowest  percentage  of  wheat  was  acquired  in 
the  years  for  which  concrete  data  are  presently  available. 
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Obviously,  the  Food  Ministry  was  purchasing  and  collecting  a 
portion  of  wheat  output,  but  those  intra-provincial  areas  concentrating 
on  coarse  grains  would  seem  to  account  for  a  large  volume  of  the  grain 
procured  in  the  key  wheat  producing  provinces . 

This  suggests  quite  clearly  that  the  greater  part  of  wheat 
output  was  being  retained  within  the  producing  provinces .  The  intra¬ 
provincial  demand  for  wheat  was  great.  In  fact,  had  it  not  been  for 
the  FM's  procurement  program,  all  the  wheat  produced  in  the  six 
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principal  provinces  could  have  been  consumed  by  their  population. 

The  provinces  doubtless  were  fulfilling  their  inter-provincial  transfer 
obligations ,  but  to  do  so  they  were  shipping  coarse  grains  and  potatoes , 
not  wheat.  Therefore,  the  provinces  do  seem  to  have  been  able  to  in¬ 
fluence  the  FM's  procurement  program  toward  limiting  domestic  wheat 
procurement  in  the  1950's. 

Quantitative  grain  procurement  data  for  the  period  since  1959 
have  not  been  made  public.  However,  the  average  annual  commodity 
rate  -  the  marketed  portion  of  grain  output  -  has  been  uncovered  for 
three  different  periods.  These  commodity  rates,  and  estimates  of 
average  annual  procurement  based  on  them,  are  displayed  in  Table  9. 
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TABLE  9.  AVERAGE  ANNUAL  PRODUCTION,  PROCUREMENT, 

AND  COMMODITY  RATE:  1953-59,  1953-67  and  the  1970s 
(millions  of  catties  of  husked  grain) 

Period 

(1) 

Average  Annual 
Production 

(2) 

Average  Annual 
Procurement 

(3) 

Average  Annual 
Commodity  Rate  % 

1953-59 (a) 

339,012 

91,400 

27 

1953-59 (b) 

311,320 

91,400 

29 

1953-67 

319,920 

79,980 

25 

1970's 

445,480 

89,096-102,460 

20-23 

Notes : 

Column  (1)  -  Average  Annual  Production 

1953-59 (a)  -  Current  Background  (CB)  604,  p.  24,  gives  both  average 
annual  procurement  and  commodity  rate  for  1953-59.  Given  the  level  of 
procurement,  the  commodity  rate  of  27  per  cent  is  based  on  the  official 
grain  output  statistics  for  the  1953-59  period.  In  other  words,  it  in¬ 
cluded  the  inflated  output  figures  for  1958  and  1959.  For  the  official 
grain  estimates,  see  Dwight  Perkins,  Market  Control  and  Planning  in 
Communist  China,  (Cambridge:  Harvard  University  Press,  1966),  p.  69. 

1953-59  (b)  -  Average  annual  grain  output  for  the  period  was  calculated 
on  the  basis  of  adjusted  grain  output  estimates  from  Henry  J.  Groen 
and  James  A.  Kilpatrick,  "China's  Agricultural  Production,"  in  Joint 
Economic  Committee  (95th  Congress,  2nd  Session),  Chinese  Economy  Post- 
Mao  ,  (Washington,  D.C.:  U.S.  Government  Printing  Office,  November  1978), 
p.  649.  Groen  and  Kilpatrick  estimates  were  used  for  the  1953-67 
calculation.  For  the  1970's,  it  was  assumed  that  the  reported  commodity 
rate  applied  to  the  1970-75  period.  Again,  Groen  and  Kilpatrick  esti¬ 
mates  were  used  to  derive  average  annual  production. 

For  all  average  annual  production  estimates,  it  was  necessary  to  con¬ 
vert  the  figures  from  unhusked  to  husked  grain.  This  is  due  to  the 
fact  that  grain  procurement  is  reported  in  terms  of  husked  grain.  The 
transformation  ratio  of  unhusked  grain  output  to  husked  grain  output  is 
.86  to  1.  See  David  Ladd  Denny,  Rural  Policies  and  the  Distribution  of 
Agricultural  Products  in  China:  1950-1959.  Ph.D.  dissertation.  The 
University  of  Michigan,  1972,  pp.  283-287. 

Column  (2)  -  Average  Annual  Procurement 

1953-59  -  This  figure  is  reported  in  CB  604,  p.  24.  It  has  been  used 
for  calculations  involving  both  1953-59 (a)  and  1953-59  (b). 

1953-67  and  the  1970 's  -  These  estimates  were  derived  by  multiplying 
column  (1)  by  column  (3) . 
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TABLE  9  (continued) 


Column  (3)  -  Average  Annual  Commodity  Rate. 

1953-59  (a)  -  This  percentage  is  reported  in  CB  604,  p.  24.  The 
estimate  includes  soyabean  procurement.  It  is  not  known  whether  the 
1953-67  and  1970's  commodity  rates  also  account  for  soyabean  procure¬ 
ment.  However,  there  are  two  reasons  for  assuming  that  soyabean  pro¬ 
curement  would  not  make  an  appreciable  difference  in  the  commodity 
rate.  First,  the  average  annual  soyabean  procurement  in  the  1950s  was 
about  4.7  billion  catties.  Thus,  soyabeans  represented  only  5  per  cent 
of  grain  procurement  in  1953-59.  Second,  in  the  1950s,  annual  soyabean 
output  averaged  20  billion  catties.  Available  data  indicates  that  soya¬ 
bean  output  has  remained  at  the  20  billion  cattie  level  between  1952  and 
1976.  It  is  unlikely  that  soyabean  procurement  increased  after  the 
1950s.  See  David  Ladd  Denny,  Rural  Policies...,  pp.  295,  310.  For 
production  figures,  see  Henry  J.  Groen  and  James  A.  Kilpatrick,  "China's 
Agricultural  Production,"  p.  649. 

1953-59  (b)  -  This  rate  was  derived  by  dividing  column (2)  by  column (1). 

1953-67  -  The  commodity  rate  is  reported  in  I  Fan,  "Communist  China's 
Domestic  Trade  in  1970,"  in  Communist  China  1970,  EC-51,  (Hong  Kong: 
Union  Research  Institute,  1971),  p.  267. 

1970 's  -  Hua  Kuo-feng  is  reported  to  have  stated  at  the  Tachai  Confer¬ 
ence  in  September  1975,  that  the  marketed  portion  of  the  grain  harvest 
averages  20-23  per  cent.  It  has  been  assumed  that  this  rate  applies 
to  the  1970-75  period.  See  J.  C.  Abbott,  "Food  and  Agricultural 
Marketing  in  China,"  in  Food  Policy,  Vol .  2,  No.  4,  November  1977, 
p.  318. 


Several  observations  can  be  made.  First,  the  commodity  rate  was 
relatively  high  in  the  1950s.  Second,  the  rate  dropped  in  the  1960-67 
period.  This  drop  corresponds  to  the  shift  in  control  over  surplus 
grain  to  the  provincial  level.  It  also  reflects  decisions  made  by  the 
provinces  regarding  the  uses  to  which  that  surplus  would  be  put.  Of 
course,  there  were  widespread  agricultural  failures  in  the  1959-61 
period.  However,  these  disasters  should  have  affected  available 
provincial  surpluses  rather  than  the  central  FM's  procurement  program. 
Although  the  1970 's  were  not  marked  by  agricultural  calamities,  the 
commodity  rate  dropped  a  further  2-5  per  cent  from  the  average  for  most 
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of  the  1960's.  Finally,  due  to  the  combined  effect  of  a  gradual 
decline  in  the  commodity  rate  and  a  steady  increase  in  grain  output 
in  the  1960's  and  1970's,  the  central  FM  procured  roughly  the  same 
absolute  level  of  grain  as  it  had  in  the  1950 's.  This  strongly  sug¬ 
gests  that,  between  1960  and  1975  the  central  FM  was  unable  to 
negotiate  major  purchases  of  surplus  grain  from  the  provinces. 

As  with  total  annual  grain  procurement  estimates  since  1959, 
quantitative  data  on  state  wheat  procurement  have  not  been  made  public. 
Nonetheless,  there  are  strong  grounds  for  arguing  that,  since  1960 
central  FM  grain  procurement  in  the  key  wheat  provinces  has  been  in¬ 
significant  . 

By  1962,  state  grain  procurement  was  threatened  to  such  an 
extent  that  the  central  authorities  were  compelled  to  take  extra¬ 
ordinary  steps.  Specifically,  the  central  government  devised  a  new 
scheme  for  promoting  surplus  grain  procurement.  The  scheme  was  out¬ 
lined  in  Article  VI  of  the  Resolutions  on  the  Further  Strengthening  of 
the  Collective  Economy  of  the  People's  Communes  and  Expanding  Agri¬ 
cultural  Production,  adopted  by  the  Tenth  Plenum  of  the  Eighth  Central 
Committee  on  September  27,  1962.  It  was  decided  that: 

We  should  obtain  agricultural  products  by 
economic  rather  than  by  administrative 
means ,  that  is ,  through  purchase  by 
discussion  and  agreement....  The  nation 
must,  to  the  greatest  extent  possible, 
provide  ever-increasing  amounts  of  the 
means  of  production  and  livelihood  re¬ 
quired  by  the  peasants  in  exchange  for 
agricultural  products.  The  more  agricultural 
products  a  region  sells  to  the  state,  the 
more  industrial  products  it  should  receive.126 

127 

This  decision  was  implemented  by  the  central  authorities  in  1963. 
Obviously,  if  the  wheat  provinces  sold  significant  amounts  of  surplus 
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grain  to  the  central  FM,  then  they  would  have  received  central  govern¬ 
ment  assistance  in  agricultural  development. 

A.  Doak  Barnett  has  surmised  that  state  wheat  procurement  in  the 


1970's  was  about  20  per  cent  of  national  wheat  output. 
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If  so,  be¬ 


tween  the  1950 's  and  the  1970's  wheat  procurement  dropped  by  roughly 
10  per  cent.  The  amount  of  wheat  procured  in  the  key  provinces, 
however,  may  have  been  much  lower  than  20  per  cent  of  production.  In 
1973,  Honan,  Shantung,  Hopei,  northern  Kiangsu  and  northern  Anhwei 
provided  the  state  with  more  than  1  billion  catties  (500,000  tons)  of 


surplus  grain. 
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The  grain  provided  by  these  provinces  in  1973 


"showed  a  50  per  cent  increase  over  1965 
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However,  "in  1973, 


total  grain  output  showed  an  increase  of  more  than  50  per  cent  over 


that  of  1965 . . . . " 
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This  suggests  that  the  central  government  pro¬ 


cured  roughly  the  same  proportion  of  grain  from  the  wheat  provinces  in 

1973  as  it  had  in  1965.  In  addition,  the  absolute  quantity  of  grain 

procured  was  very  low  in  1965,  and  had  hardly  increased  by  1973. 

As  a  result  of  refusing  to  sell  surplus  grain,  there  were  some 

noteworthy  implications  for  agricultural  development  in  the  wheat 

provinces.  As  could  be  expected,  the  central  government's  allocation 

of  modern  technical  inputs  for  agriculture  did  not  favor  the  wheat 

provinces.  Central  government  support  for  agriculture  in  the  1960 's 
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focused  on  the  rice  producing  regions  of  South  China.  For  example, 

the  rice  producing  regions  were  allocated  chemical  fertilizer  on  a 
priority  basis.  Along  with  this  key  modern  input,  the  central  authori¬ 
ties  provided  new  varieties  of  fertilizer  -  responsive  seeds  to  the  rice 
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producing  regions . 
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Having  determined  not  to  sell  large  quantities  of  grain  to  the 
state  and,  consequently,  having  foregone  most  central  government 
assistance,  the  key  wheat  provinces  had  to  rely  mainly  on  their  own 
resources  for  agricultural  development  after  1962-63.  In  1975,  it 
was  said  that  "the  broad  masses  of  cadres  and  the  people"  in  these 
provinces  had  come  to  realise  that  agricultural  development  depended 
upon  "relying  on  their  own  efforts  and  building  up  enterprises  in  the 
hard  way....  They  criticized  the  erroneous  idea  of  relying  purely  on 
the  state  and  other  places  for  support,  and  resolved  to  surmount  the 


difficulties  themselves." 
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In  fact,  this  effort  began  in  the  1960's 


when  locally  controlled  small-scale  rural  industries  were  established 


in  the  wheat  provinces. 
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In  the  early  1970 's,  Honan,  Hopei,  and 


Shantung  set  up  more  than  1,000  additional  small-scale  factories  to 


serve  agricultural  development  needs . 


136 


Similarly,  the  wheat  prov¬ 


inces  extended  irrigated  acreage  and  accumulated  manure  largely  through 


their  own  efforts. 
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In  the  wheat  provinces  "most  of  the  local 


financial  receipts  were  expended  in  agricultural  development." 
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In 


Hopei  province,  for  example,  by  1973  about  70  per  cent  of  local  budget 

expenditure  was  allocated  to  agriculture  and  local  agricultural  indus- 
139 

tries.  Thus,  the  evidence  suggests  that,  as  a  result  of  having 

decided  not  to  exchange  their  grain  for  centrally  controlled  technical 

inputs,  the  wheat  provinces  largely  financed  their  own  agricultural 

140 


development  after  1963. 


:  s:  ta 
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The  Urban  Grain  Interest 

The  urban  managers,  through  the  municipal  food  bureaus,  have 

an  interest  in  assuring  that  the  urban  population  receives  a  generous 

supply  of  reasonably  priced  foodgrains  to  meet  daily  needs.  The 

demand  they  voice  for  grain  supplies  largely  depends  upon  increases 
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m  the  size  of  the  urban  population. 


Urban  Grain  Demand 


In  the  1950's,  the  central  authorities  operated  on  the  premise 

that  the  requirements  of  industry  would  determine  the  procurement  of 

agricultural  products.  Similarly,  urban  population  growth  would 
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determine  how  much  grain  was  taken  out  of  the  rural  areas . 

As  indicated  by  Table  10,  the  number  of  people  in  need  of 
marketable  grain  in  the  cities  increased  as  economic  rehabilitation 
progressed,  and  the  groundwork  laid  for  the  industrialisation  program, 
Once  the  First  Five  Year  Plan  (FFYP)  was  underway  in  1953,  the  non- 
agricultural  urban  population  began  to  increase  rapidly,  over  and 


above  natural  population  increases. 
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As  the  FFYP  drew  to  a  close , 


the  urban  population  had  grown  by  nearly  22  million  persons. 

Under  conditions  of  rapid  population  growth,  "above-plan"  in¬ 
ward  and  outward  migration,  and  transfers  of  personnel  within  the  modern 
144 

sector,  the  managers  probably  exaggerated  urban  needs  in  order  to  be 

assured  of  adequate  supplies.  This  was  encouraged  not  only  for  the 

reasons  already  mentioned,  but  also  because  "the  actual  extent  of  the 

oversupply  of  labor  in  urban  areas ,  . . . ,  was  not  known  with  any 
,,145 

accuracy. ..." 
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TABLE  10 .  URBAN 
(year-end 

POPULATION,  1949 
,  in  thousands) 

-1976 

1949 

57,650 

1954 

81,550 

1959 

(114,000) 

1950 

61,690 

1955 

82,850 

1960 

120,000 

1951 

66,320 

1956 

89,150 

1961 

130,000 

1952 

71,630 

1957 

99,500 

1974 

146,760 

1953 

77,670 

1958 

(106,000) 

1976 

150,000 

Source : 

1949-1961 

figures  are 

from  John  Philip 

Emerson , 

"Manpower 

Training  and  Utilization  of  Specialized  Cadres,  1949-68," 

John  W.  Lewis  (ed.),  The  City  in  Communist  China  (Stanford: 
Stanford  University  Press,  1971),  p.  188. 

Population  for  1958  and  1959  are  estimates  made  on  the  basis 
of  a  7  per  cent  growth  rate  between  1957  and  1961,  p.  189. 

In  1974,  total  population  was  estimated  as  917,256,000,  and 
the  urban  population  was  16  per  cent  of  the  total.  For  total 
population,  see  National  Foreign  Assessment  Center,  China: 
Economic  Indicators ,  ER77-10508,  October  1977,  p.  8.  For  per 
cent  urban,  see  Jan  S.  Prybyla,  The  Chinese  Economy  (Columbia: 
University  of  South  Carolina  Press,  1978),  p.  21.  For  1976 
estimate,  see  G.  William  Skinner,  "Vegetable  Supply  and 
Marketing  in  Chinese  Cities,"  China  Quarterly,  No.  76, 
December  1978,  p.  734. 


Furthermore,  the  central  government  extended  carte  blanche  to 

urban  areas.  According  to  a  central  directive  issued  in  November  1956, 

the  supply  of  grain  to  civilian  workers  in 
state  construction  or  national  defense 
construction  should  be  continued  on  the 
basis  of  providing  them  with  the  difference 
between  their  actual  needs  and  the  ration 
granted  them;  that  is,  workers  should  be 
required  to  surrender  their  grain  coupons 
on  receiving  their  meals,  and,  if  they 
consume  more  than  is  provided  for  by  the 
coupons,  the  excess  will  be  made  up  by  the 
state .1^6 

This  provision  is  important  for  two  reasons.  First,  it  helps  to  explain 
why  rationing  was  not  strictly  enforced  in  the  cities  prior  to  1959-60. 
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Perhaps  due  in  part  to  this  provision,  urban  officials  did  not  censure 

those  organisations  which  submitted  over-stated  grain  supply  requests, 

even  when  rationing  was  formally  in  effect.  Second,  the  provision  is 

significant  in  light  of  the  dominance  of  the  state  as  employer  of  the 

non-agricultural  population.  Emerson  provides  information  directly 

relevant  to  the  point: 

In  the  first  2  years  of  the  1953-57  period, 
state-sector  employment  rose  sharply  to 
17.5  million....  During  1955  and  1956, 
state-sector  employment  rose  to  35.2 
million,  double  the  1954  figure,  as  a 
consequence  of  the  socialization  of  the 
private  sector,  ...  in  the  state  sector 
there  was  extensive  hiring  in  1956,  most 
of  it  in  industry  and  capital  construction. 

By  1957,  the  state  sector  accounted  for  90 
per  cent  of  all  non-agricultural  employment. 

This  proportion  rose  to  97  per  cent  during 
the  Great  Leap  Forward  in  1958.147 

Most  of  those  employed  by  the  state  were  "workers  and  employees"  labor¬ 


ing  in  the  modern  sector  of  the  economy  -  industry,  transportation. 


trade,  and  capital  construction 


148 


Although  some  of  these  were 


occupied  in  rural  areas,  most  (83  per  cent)  worked  in  urban  areas. 
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By  the  end  of  1958,  there  were  55.3  million  state  employees,  of  which 
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45.3  million  were  the  workers  and  employees  m  the  modern  sector. 

Thus,  it  appears  that  as  many  as  37.6  million  state  employees  in  urban 

areas  were  entitled  to  (or  at  least  could  lay  claim  to)  unrestricted 

grain  supplies .  This  figure  represents  nearly  38  per  cent  of  the  urban 

population  in  1958.  To  be  sure,  with  the  collapse  of  the  Great  Leap 

Forward  state  sector  employment  was  retrenched.  As  the  population  data 

indicate,  however,  net  outward  personnel  transfers  from  urban  areas  did 

151 


not  occur  between  1958  and  1961. 


In  short,  there  was  a  strong  and 


growing  demand  for  grain  in  the  urban  areas  between  1958  and  1961. 


* 


134 


Urban  Power  and  Access 

Some  authors  have  argued  that,  as  a  result  of  urban  political 


pressure  the  food  systems  of  Third  World  countries  often  have  an  urban 
152 

bias.  With  respect  to  food  availability,  an  urban  bias  is  indi¬ 


cated  in  several  ways . 
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First,  the  food  system  typically  provides 
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cities  with  what  has  been  termed  "rich  men's  food,"  including 


relatively  more  expensive  grains  such  as  wheat  and  rice,  rather  than 
the  coarse  grains  more  commonly  consumed  in  rural  areas.  Second, 
these  foodgrains  are  offered  at  low,  state  subsidised  prices.  Third, 
the  food  ration  for  urban  residents  is  higher  and  more  varied  than  for 
the  rural  population.  Finally,  if  the  developing  country  imports  food 
the  rural  population  rarely  has  access  to  it. 

Using  these  indicators,  there  does  appear  to  be  an  urban  bias 
in  the  Chinese  food  system.  The  large  industrial  cities  are  provided 
with  "rich-men's  food."  In  the  late  1960 's,  for  example,  the  pro¬ 


portion  of  wheat  in  the  total  grain  ration  for  residents  of  Peking  and 


Shanghai  was  80  per  cent  and  50  per  cent,  respectively. 
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Urban 


grain  prices  in  China  have  been  maintained  at  a  low  and  stable  level 


for  years.  It  has  been  estimated  that,  nationwide,  the  retail  price 


index  for  grain  rose  only  7  per  cent  between  1952  and  1957. 
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In 


Shanghai  the  retail  price  of  grain  rose  4  per  cent  between  1952  and 
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1957,  and  barely  changed  at  all  between  1954  and  1957.  A  recent 

study  has  reported  that  "in  Peking  the  1973  consumer  price  index  was 

101.6  and  the  cost  of  living  index  103.2  (with  1965  prices=100) .  More 

158 

over,  the  prices  of  many  important  food  items  declined."  The  urban 


population  has  a  larger  and  more  varied  food  ration  than  the  rural 
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population.  On  a  per  capita  basis,  urban  consumers  received  about 


7.5  per  cent  less  grain  than  rural  ones  in  1957. 
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However,  urban 


residents  received  2-3  times  as  much  edible  oil,  meat,  sugar  and 


candy,  and  vegetables. 
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Since  the  1950's,  the  urban  areas  have 


continued  to  be  well-supplied  with  these  food  items . 
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Finally, 


Chinese  foodgrain  imports  have  been  consumed  mainly  by  the  urban 
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centres  m  North  China. 


The  urban  areas  enjoyed  direct  access  to  the  FM.  Unlike  other 
grain  consumers  provisioned  by  the  FM,  the  key  urban  areas  were  con¬ 
sidered  to  be  sufficiently  important  to  warrant  the  establishment  of  a 
grain  company,  subordinate  to  the  FM,  which  was  responsible  for 
furnishing  grain  to  them.  At  a  National  Conference  of  Directors  of 
Food  Departments  and  Bureaus  held  in  Peking  in  late  February  and  early 
March  1956,  a  decision  was  taken  to  establish  the  China  Food  and  Mis¬ 
cellaneous  Grain  Company.  The  company  was  directed  to  establish 
branches  or  supply  stores  in  "the  large  and  medium-size  cities,  and  ... 


the  major  industrial  and  mining  areas"  in  each  province. 
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The  main 


responsibility  of  the  China  Food  Company  was  to  be  the  "supply  and 
control  of  grain  and  miscellaneous  cereals"  as  well  as  dealing  with 
"all  kinds  of  legumes...,  rice  and  flour  of  superior  quality,  all  kinds 


of  glutinous  rice  and  valuable  cereals  ...  in  order  to  satisfy  the 
evergrowing  demand  of  the  people  for  all  kinds  of  grain  and  cereals." 
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The  establishment  of  the  company  was  intended  to  reduce  the  vulnerability 

of  urban  grain  supply  to  unexpected  developments.  In  short,  the  China 

Food  Company  was  intended  to  protect  major  urban  areas  from  the  adverse 

political,  social,  and  economic  consequences  which  a  precarious, 
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vacillating  grain  supply  could  precipitate. 


' 
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Urban  Grain  Rationing 

Originally,  grain  rationing  was  introduced  in  urban  centres  in 
the  final  months  of  1953.  By  January  1954,  "urban  rationing  had  been 
started  in  most  of  China's  cities  and  towns. However,  it  was  not 
a  complete  rationing  program.  In  Tientsin,  for  example,  "when  ration¬ 
ing  cards  were  first  issued,  they  applied  only  to  wheat  flour;  pur- 

16V 

chases  of  other,  coarser  grains  were  not  restricted."  As  can  be 

seen  in  the  table  below,  annual  per  capita  grain  supplies  did  not 

diminish  until  the  1955-56  grain  year. 

It  will  be  recalled  that  it  was  in  August  1955  that  rationing 

was  again  announced  for  urban  areas .  Nationwide ,  the  per  capita  urban 

grain  ration  decreased  by  less  than  5  per  cent.  In  the  large  urban 

areas,  however,  rations  were  not  necessarily  reduced.  According  to 

Wang  Ki-wen,  Vice-Mayor  of  Wuhan,  "there  is  no  doubt  about  the  popu- 
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larity  of  the  new  measures  among  the  people...."  He  went  on  to 

explain  that: 

Our  statistics  show,  in  fact,  that  the 
total  amount  of  grain  to  be  provided  for 
Wuhan  under  the  rationing  system  is  four 
per  cent  higher  than  the  amount  the  city 
had  planned,  before  the  new  system  was 
announced,  on  the  basis  of  the  people's 
consumption. . . .1^9 

The  rationing  effort  initiated  in  1955  had  only  a  temporary  effect  on 

urban  consumption.  In  addition,  the  effect  of  the  preferential  supply 

provision  is  manifested  in  the  substantial  increase  in  supply  in  1957, 

and  especially  in  the  1957-58  grain  year.  According  to  an  article 

written  in  1958,  "in  the  last  three  years,  the  state  has  not  sold 
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food-grains  to  cities  in  fixed  quantities." 


Thus,  it  appears  that 


■ 
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urban  rationing  was  only  loosely  enforced  at  least  until  the  1959-60 
171 

grain  year.  There  are  reasons  for  believing  that  grain  rations  in 
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1959-60  were  set  not  much  lower  than  in  the  previous  year. 


TABLE 

11.  URBAN  POPULATION,  GRAIN  SUPPLY 
1953-54  to  1958-59,  and  1960 

AND  RATIONS, 

Year 

(a) 

Population 

(year-end 

thousands) 

0  .  ,  (b) 

Gram  supply 

(million  catties 

husked) 

~  (c) 

Average 

,  Ration  (husked 
catties) 

1953-54 

77,670 

35,410 

455.9 

1954-55 

81,550 

37,110 

455.0 

1955-56 

82,850 

35,850 

432.8 

1956-57 

89,150 

39,100 

438.6 

1957-58 

99,500 

62,530 

628.4 

1958-59 

(106,000) 

54,100 

510.4 

1960 

120,000 

70,820 

590.2 

Source :  (a)  John  Philip  Emerson,  "Manpower  Training  and  Utilization 

of  Specialized  Cadres,  1949-68,"  John  W.  Lewis  (ed.),  The 
City  in  Communist  China  (Stanford:  Stanford  University  Press, 
1971) ,  p.  188. 

(b)  Reiitsu  Kojima,  "Grain  Acquisition  and  Supply  in  China," 
E.  Stuart  Kirby  (ed.).  Contemporary  China,  Vol.  V,  1961-1962, 
(Hong  Kong:  Hong  Kong  University  Press,  1963),  p.  73.  The 
figure  for  1960  is  the  estimated  supply  level.  See  Liao  Lu- 
yen,  "Participate  in  the  Large-Scale  Development  of  Agri¬ 
culture  by  the  Whole  Party  and  the  Whole  People,"  Hung-ch 1 i 
(Red  Flag),  No.  17,  September  1,  1960,  in  Survey  of  China 
Mainland  Magazines ,  No.  228,  p.  2. 

(c)  Derived  by  dividing  (b)  among  (a) . 

Note:  The  1957-58  grain  supply  figure  is  questionable.  A  more  likely 

figure  would  be  in  the  44,000-46,000  million  catty  range.  If  46 
billion  catties  were  supplied,  per  capita  rations  were  462.3  catties. 
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By  the  late  1960 's,  the  central  authorities  viewed  agricultural 
procurement  as  a  key  determinant  of  industrialisation,  rather  than  a 
function  of  it.  Thus,  increases  in  urban  population  in  the  1960's 
were  regarded  as  a  function  of  grain  procurement.  By  1963,  it  was 
being  argued  that: 


...  in  general  cases  the  rate  of  increase 
in  the  urban  population  may  not  exceed  the 
rate  of  increase  in  major  farm  commodities, 
particularly  the  commodity  volume  of  grain. 
Only  thus  is  it  possible  to  insure  the  basic 
needs  of  urban  dwellers  for  farm  produce 
without  lowering  their  level  of  consumption. 


173 


Clearly,  a  reduction  in  the  level  of  per  capita  urban  grain  consumption 
was  not  viewed  as  a  viable  long-term  policy  option.  In  a  sense,  the 
rationing  efforts  of  the  1950's  had  demonstrated  the  futility  of 
attempting  strict  rationing  for  extended  periods  of  time.  Between 


1960  and  late  1962,  temporary  measures  were  gradually  instituted  to 


reduce  urban  grain  consumption. 
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Though  estimates  vary,  annual  per 


capita  supply  probably  fell  in  the  260-360  catty  range 
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This 


represented  a  drop  of  between  16  and  40  per  cent  compared  to  average 


per  capita  urban  consumption  in  the  1950 's. 
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However,  urban  rations 


remained  well  above  the  260-360  catty  range  until  the  1960-61  grain 


year, 


In  the  industrial  and  mining  areas,  there  may  have  been  little 
effort  made  to  reduce  grain  consumption.  During  the  Cultural  Revolu¬ 
tion,  Red  Guard  sources  revealed  that  at  a  conference  of  the  Coal 
Industry  Ministry  in  November  1961,  it  was  decided  that  the  number  of 

employees  should  be  reduced  "without  reducing  ration  grain,  and 

177 

promoting  grain  for  reward . " 
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Reflecting  the  limited  success  of  urban  grain  rationing,  it 
was  suggested  that: 

To  prevent  a  too  much  or  too  fast  increase 
of  the  urban  population  under  conditions 
of  given  farm  commodities,  effective 
measures  must  be  taken  to  control  the 
increase  of  the  urban  population. 

In  practice,  a  major  effort  was  made  to  reduce  the  urban  population 

rather  than  attempt  to  further  reduce  their  grain  rations.  In  the 

winter  of  1961-62,  20  million  people  were  transferred  from  the  cities 
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to  the  countryside.  However,  there  was  a  net  urban  population  in¬ 

crease  of  about  14  per  cent  between  1959  and  1961.  Unable  to  effect 
a  net  population  transfer  out  of  the  cities,  urban  grain  needs  re¬ 
mained  high.  By  late  1962,  grain  rationing  was  being  relaxed  in  the 
180 

urban  areas . 

Had  domestic  procurement  -  even  though  sharply  reduced  -  been 
adequate  to  meet  supply  demands,  then  neither  grain  rationing  nor  the 
use  of  the  reserves  w  culd  have  been  considered  in  1960-61.  Urban 
grain  supply  in  1960  was  expected  to  be  70,820  million  catties.  This 
represents  more  than  77  per  cent  of  the  average  annual  grain  procure¬ 
ment  in  the  1950's.  Insomuch  as  grain  procurement  dropped  in  the 
1960's,  it  is  obvious  that  the  FM  faced  a  substantial  shortfall  in  the 
early  1960 's.  Moreover,  had  urban  grain  rationing  been  effective, 
major  efforts  to  reduce  the  size  of  the  urban  population  would  not 
have  been  necessary. 

By  the  end  of  the  1958-59  grain  year,  the  state  grain  reserves 
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stood  at  roughly  60,000  million  catties.  According  to  Mao,  as  re¬ 

ported  by  Viscount  Montgomery,  the  state  grain  reserves  were  practically 
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exhausted  by  mid-1961.  By  the  fall  of  1960,  senior  officials  in 

the  FM  must  have  realised  that  all  their  domestic  supply  responses  had 
been  foreclosed.  The  FM  needed  to  formulate  a  supply  response  based 
on  the  contending  subnational  interests,  as  well  as  its  own  organisa¬ 
tional  interests.  In  effect,  the  FM  proposed  to  rebuild  state  grain 
reserves,  ensure  urban  supply,  and  do  so  without  having  to  rely  on 
increased  domestic  grain  procurement.  The  only  supply  alternative 
which  meets  these  conditions  is  to  import  grain  from  foreign  suppliers. 

The  second  stage  of  decision-making  was  centred  in  the  Finance 
and  Trade  Staff  Office.  At  this  stage,  the  import  proposal  was  viewed 
from  a  different  perspective.  Whether  importation  is  desirable  or 
necessary  is  no  longer  an  issue;  the  FM  already  had  answered  this 
question.  The  key  question  facing  the  Finance  and  Trade  Office,  there¬ 
fore,  concerned  how  grain  imports  were  to  be  financed. 

Concerned  with  both  foreign  exchange  utilisation  and  industrial¬ 
isation,  the  central  economic  planners  could  be  expected  to  have  an  im¬ 
portant  input  to  the  Finance  and  Trade  Office  on  the  question  of  paying 
for  grain  imports .  The  economic  planners  were  not  opposed  to  grain 
imports,  though  their  reasons  were  different  from  those  of  the  FM 
decision-makers.  From  the  economic  planning  perspective,  the  issue 
was  how  to  pay  for  grain  imports  without  precipitating  an  adverse 
impact  on  the  industrialisation  program,  especially  the  import  of 
capital  equipment.  Once  this  question  had  been  answered  the  decision¬ 
making  process  was  completed,  and  the  China  National  Cereals,  Oils, 
and  Foodstuffs  Import-Export  Corporation  could  be  directed  to  fill  a 
grain  import  order  on  the  international  market. 
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CONCLUSION 

The  interests  and  power  of  subnational  authorities  have  been  a 

key  force  shaping  China's  wheat  import  policy.  The  ability  of  the 

provincial  authorities  to  placate  middle  peasants '  interests  was  the 

determining  factor  in  the  import  decision  of  1960-61.  The  main  factor 

which  will  shape  future  grain  supply  strategy  is  provincial  control 

over  most  aspects  of  the  domestic  grain  trade,  including  control  of 

surplus  grain.  If  the  central  government  devises  a  program  whereby 

the  disposition  of  surplus  grain  no  longer  depends  entirely  upon 

provincial- level  decisions,  then  the  principal  reason  for  importing 

grain  will  be  removed.  For  example,  the  central  government  could 

move  toward  the  decriminalisation  of  grain  purchase  and  sale  on  the 

free  market.  This  possibility  deserves  serious  attention  because 

such  a  proposal  has  been  discussed  recently  at  the  national  level. 

According  to  one  source,  "...  the  government  is  moving  toward  allowing 

183 

limited  free  market  sales  of  grain  which  have  been  illegal."  It 

has  been  argued  that  free  market  grain  sales  will  mean  "less  domestic 

grain  would  flow  into  government  channels  because  less  would  be  avail- 

184 

able  for  above-quota  government  purchases."  As  a  result,  free 

market  grain  sales  "would  exert  upward  pressure  on  the  demand  for 

185 

foreign  grain...."  Whether  government  procurement  would  be  ad¬ 

versely  affected  by  free  market  grain  transactions  depends  to  a  large 
extent  upon  the  differential  between  government  and  free  market  pur¬ 
chase  prices.  It  was  perhaps  for  this  reason  that  the  central  govern¬ 
ment  has  raised  its  grain  procurement  price  substantially.  Effective 
in  1979,  the  purchase  price  for  compulsory  deliveries  was  raised  20 
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per  cent,  and  that  for  above-quota  purchase  was  to  be  raised  by  50 
186 

per  cent.  Moreover,  if  surplus  grain  were  allowed  to  enter  the 

free  market  it  would  tend  to  gravitate  toward  areas  of  concentrated 
purchasing  power,  namely  the  major  urban  centres. 

As  industrialisation  proceeds,  urban  grain  demand  will  continue 
to  increase.  Strict,  long-term  urban  grain  rationing  is  not  a  promis¬ 
ing  approach  to  curbing  grain  consumption.  If  surplus  grain  is 
allowed  to  enter  the  free  market,  then  some  increase  in  urban  grain 
prices  could  be  expected.  This  may  be  the  most  effective  way  to 
dampen  individual  consumption.  However,  the  central  authorities  have 
stated  that,  in  principle,  urban  grain  prices  should  remain  unchanged. 

If  prices  are  raised,  "appropriate  subsidies  will  be  given  to  con- 
,,187 

sumers . 

The  intention  of  the  central  authorities,  therefore,  seems  to 
be  to  raise  the  amount  of  domestic  grain  marketed  by  the  peasants  and 
at  the  same  time  minimise  the  impact  of  higher  grain  prices  in  the 
cities.  Given  the  analysis  presented  in  this  study,  the  implementation 
of  programs  to  realise  this  objective  will  reduce  the  pressure  to  im¬ 
port  grain  rather  than  increase  it. 
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CHAPTER  IV 


KWANGTUNG  PROVINCE  AND  THE  1955  REMITTANCE 
PROTECTION  POLICY 

Introduction 

National  policy-making  in  overseas  Chinese  affairs  has  been 
concerned  with  responding  both  to  domestic  and  foreign  environments.'*' 
Subnational  groups  involved  in  overseas  Chinese  affairs  are  an  import¬ 
ant  component  of  the  relevant  domestic  environment.  The  question 
addressed  in  this  chapter  is  whether  or  not  subnational  influences 
were  brought  to  bear  on  the  formulation  of  the  remittance  protection 
policy  promulgated  by  the  State  Council  on  February  23,  1955. 

To  establish  the  necessary  background,  the  significance  and 
types  of  remittances  are  examined.  In  addition,  measures  taken  with 
respect  to  remittances  between  1949  and  1954  are  considered.  The  1955 
remittance  protection  policy  is  discussed  and  the  relevant  national 
level  decision-making  apparatus  is  described.  The  case  study  then 
turns  to  an  analysis  of  subnational  interests,  power  resources  and 
access  to  illuminate  the  decision  taken. 

Remittances:  Types  and  Significance 

Remittances  are  unilateral  financial  payments  sent  to  indi¬ 
viduals  and  organisations  in  the  People's  Republic  of  China  (PRC)  from 
the  Chinese  residing  abroad.  Between  1950  and  1964  remittances  from 
the  overseas  Chinese  averaged  $45  million  (U.S.)  annually.  In  the 

fifteen  year  period,  the  total  aggregate  volume  of  remittances  was 

2 

approximately  $668  million  (U.S.). 
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Chun-hsi  Wu  has  pointed  out  that  the  phrase  "overseas  remit¬ 
tance"  is  "generally  used  to  describe  remittances  from  overseas  Chinese 
to  support  their  families  and  dependents,  to  purchase  land  or  houses 

for  the  remitter  or  his  family,  or  to  invest  in  industrial  or  commercial 
3 

enterprises."  Thus,  overseas  remittances  are  of  two  types  which  may 
be  called  family  remittances  and  investment  remittances.  Family  remit¬ 
tances  represented  the  overwhelming  proportion  of  all  funds  remitted 
to  China.  Remittances  to  the  dependents  of  the  overseas  Chinese 
accounted  for  90%  of  total  remittances.  Remittances  for  the  use  of 
the  remitter  after  retirement  accounted  for  8%  of  the  total.  Remit¬ 
tances  for  direct  investment  in  industrial  and  commercial  enterprises 

4 

in  China  accounted  for  a  mere  2%  of  the  total. 

Family  and  investment  remittances  provided  a  considerable  amount 

of  foreign  exchange  to  both  the  central  government  and  certain  provin- 

5  .  ... 

cial  governments.  The  provincial  level  governments  were  m  a  position, 

even  prior  to  the  1957  decentralisation,  to  apply  their  foreign  exchange 
proceeds  against  their  anticipated  and  actual  expenditures  for  foreign 
imports  to  fulfill  provincial  import  requirements The  foreign  ex¬ 
change  derived  from  the  receipt  of  remittances  was  therefore  of  inter¬ 
est  not  only  to  the  central  authorities  in  attempting  to  balance  China's 
international  payments,  but  also  to  the  provincial  authorities  for  much 
the  same  purpose  at  the  subnational  level. 

Family  remittances  were  sent  to  domestic  dependents  to  provide 

them  with  a  supplementary  income  and  the  means  to  enjoy  a  somewhat 

7 

higher  standard  of  living  than  the  general  population.  Consequently, 
the  treatment  accorded  the  domestic  dependents  by  Chinese  authorities 
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directly  affected  the  inflow  of  these  remittances.  To  the  extent  that 
the  authorities  regarded  remittances  as  important  enough  to  sustain, 
there  were  implications  for  the  approach  adopted  to  treatment  of  the 
domestic  dependents. 

The  relatively  more  comfortable  existence  of  the  domestic 
dependents  put  the  concerned  provincial  authorities  in  the  position  of 
being  able  to  allocate  provincial  funds  in  larger  sums  among  a  greater 
number  of  other  provincial  groups  than  would  otherwise  have  been  the 
case.  Family  remittances  further  contributed  to  meeting  provincial 
needs  in  general,  as  an  important  indirect  source  of  capital  invest- 

Q 

ment  for  provincial  construction,  and  public  welfare  projects. 

Direct  investment  remittances  derived  from  overseas  were  also 
an  important  source  of  revenue.  Overseas  investment  capital  was  per¬ 
haps  of  greater  direct  benefit  to  the  recipient  province  than  were 
family  remittances.  In  addition  to  the  foreign  exchange  derived  from 
investment  remittances,  the  provincial  authorities  could  directly  apply 
these  funds  in  full  within  the  province  for  the  establishment  and  ex¬ 
pansion  of  industrial  and  commercial  enterprises,  as  well  as  required 
public  facilities.  In  short,  investment  remittances  have  constituted 
an  important  source  of  capital  for  provincial  economic  development. 

Remittance  Policy,  1949-1954 

Prior  to  1954,  however,  there  were  few  measures  promulgated 
which  concerned  family  and  investment  remittances.  In  fact,  there 
was  no  coherent  state  remittance  policy  prior  to  1955.  In  January 
1950,  Ho  Hsiang-ning,  Chairwoman  of  the  Overseas  Chinese  Affairs  Com¬ 
mission  (OCAC) ,  revealed  that  efforts  were  being  made  to  establish 


. 
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regulations  concerning  remittances.  Decisions  on  remittances  im¬ 
plemented  in  that  year  included  temporary  preferential  measures  allow¬ 
ing  for  a  special  exchange  rate,  direct  conversion  to  the  People's 
Currency,  and  an  exemption  from  remittance  fee  charges.10  In  addition, 
recipients  were  entitled  to  reduced  prices  in  retail  stores.11  Sig¬ 
nificantly,  these  measures  were  determined  to  some  degree  by  taking 
into  consideration  the  conditions  prevailing  in  provinces  with  large 


populations  of  domestic  dependents:  regulations  were  promulgated,  for 


example,  both  for  South  China  and  Fukien  Province 


12 


It  is  possible 


that  the  importance  of  remittances  to  these  areas  had  led  to  early 
demand  articulation  and  some  degree  of  subsequent  accommodation  by 
the  central  authorities. 

The  regulations  introduced  in  1950  were  complemented  by  addi¬ 
tional  measures,  announced  by  Ho  in  January  1951,  taken  to  simplify 

all  aspects  of  remittance  procedure  and  to  increase  the  number  of  re- 

13 

mittance  offices  to  facilitate  the  process.  In  June,  Liao  Ch'eng- 
chih,  a  senior  Vice-Chairman  of  the  OCAC,  addressed  the  First  Enlarged 
Overseas  Chinese  Affairs  Work  Conference  and  considered  the  question 
of  remittances.  Liao  pointed  out  the  coordinating  role  of  remittance 


operations  for  all  other  overseas  Chinese  affairs  work,  and  the  re¬ 
sultant  necessity  for  effective  management  of  remittance  operations. 


14 


Moreover,  Liao  indicated  that  overseas  Chinese  affairs  was  faced  with 

15 

a  number  of  pressing  tasks,  including  the  promotion  of  remittances. 
However,  remittance  promotion  was  a  lower  priority  task  than,  for 
example,  the  mobilisation  of  the  domestic  dependents  for  participation 


in  land  reform.  The  completion  of  this  fundamental  program  was  a  top 


. 
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priority  of  the  new  regime.  As  will  be  suggested  below,  to  the  extent 
that  the  implementation  of  land  reform  was  evidently  not  widely  sup¬ 
ported  by  the  domestic  dependents,  the  promotion  of  remittances  from 
abroad  was  adversely  affected. 

Apart  from  the  temporary  measures  taken  in  1950  giving  limited 
preferential  treatment  to  remittances,  the  only  significant  decision 
emanating  from  the  State  Council  in  January  1952,  directed  lower  level 
Party  organisations  to  use  all  means  at  their  disposal  to  attract  over¬ 
seas  remittances  and  mobilise  all  remittances  for  use  in  production 

16 

and  construction  projects.  In  addition.  Ho  Hsiang-ning,  via  an  open 

letter  in  January  1952,  appealed  to  domestic  dependents  to  invest 

17 

their  funds  m  a  wide  range  of  industrial  enterprises. 

The  fact  that  a  few  incremental  decisions  were  made  regarding 
remittances  indicates  that  they  were  viewed  more  or  less  as  having 
some  economic  significance.  The  measures  adopted  prior  to  1955  seem 
to  have  had  three  purposes.  They  were  temporary,  limited  steps  con¬ 
cerned  with  establishing  the  facilities  involved  in  sending  and  re¬ 
ceiving  remittances.  They  were  intended  to  rationalise  the  remittance 
processing  apparatus  by  laying  down  basic  procedures  and  regulations. 

In  addition,  the  measures  established  that  remittances  were  to  be 
generally  channeled  into  economic  enterprises.  No  distinction  appears 
to  have  been  made  between  family  and  investment  remittances  in  the 
promulgated  measures.  Moreover,  no  guarantees  were  made  in  respect  to 
either  of  them.  No  assurance  had  been  given  that  remittances  intended 
to  support  domestic  dependents  actually  would  be  used  for  that  purpose. 
In  short,  the  central  authorities  had  done  no  more  than  provide  the 


. 
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facilities  to  acquire  remittances.  They  invited  the  overseas  Chinese 
to  send  remittances,  but  no  policy  had  been  formulated  which  specific¬ 
ally  stated  the  position  of  the  central  authorities  with  respect  to 
remittances . 

Dependent  variable:  Remittance  Protection  Policy,  1955 

On  February  23,  1955  the  State  Council  promulgated  the  remit- 

18 

tance  protection  policy.  The  question  of  formulating  a  policy  on 
remittances  had  emerged  during  two  important  meetings  held  in  the 
previous  sixteen  months. 

Between  November  1953  and  July  1954,  a  comprehensive  review  of 

overseas  Chinese  policy  was  undertaken  by  the  Overseas  Chinese  Affairs 

Commission  (OCAC) .  In  November  1953  the  central  OCAC  called  its 

Second  Enlarged  Conference.  This  conference  appears  to  have  dealt 

primarily  with  problems  associated  with  selecting  overseas  Chinese 

19 

nominees  for  election  to  the  National  People's  Congress.  It  seems 

reasonable  to  assume  that  it  was  at  this  conference  that  discussions 

were  initiated  on  the  future  content  and  direction  of  overseas  Chinese 

20 

policy  m  general. 

It  was  during  the  Third  Enlarged  OCAC  Conference  held  eight 

months  later,  in  July  1954,  that  key  policy  proposals  were  presented. 

During  this  conference  an  important  proposal  concerning  remittances 

21 

was  introduced.  An  indication  of  the  nature  of  the  proposal  was 
made  public  two  months  after  the  conference  closed.  In  September 
1954,  Ho  Hsiang-ning  pointed  out  that  two  "comparatively  important 
questions"  were  remittances  and  the  use  of  overseas  Chinese  capital 
in  rural  development,  housing  construction,  and  the  establishment  of 
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schools.  The  second  question  was  concerned  with  investments  and  cap¬ 
ital  contributions  by  the  overseas  Chinese.  Remittances  also  impinged 
upon  the  question  of  investment  in  production,  as  well  as  on  the  stan¬ 
dard  of  living  enjoyed  by  the  domestic  dependents.  The  remittance 
proposal,  then  had  addressed  the  question  of  acquiring  overseas  Chinese 
funds.  Presumably,  it  was  on  the  basis  of  the  remittance  proposal 
presented  at  the  Third  Enlarged  Conference  that  a  draft  policy  was 
formulated  and  presented  to  the  State  Council  for  final  decision. 

The  remittance  protection  policy  promulgated  by  the  State 
Council  consisted  of  a  preambular  text  and  four  provisions.  The  pre¬ 
ambular  text  acknowledged  that  "particularly  in  areas  where  dependents 
of  overseas  Chinese  live  together,  remittances  from  the  overseas 

Chinese  play  a  conspicuous  part  in  boosting  local  economy  and  develop- 

23 

ing  cultural  and  public  works."  In  order  to  ensure  that  the  local 
economy  of  the  home  districts  benefitted  from  remittances ,  the  policy 
included  four  provisions  pertaining  to  the  protection  of  family  and 
investment  remittances.  First,  remittances  were  deemed  the  lawful 
income  of  the  domestic  dependents  to  be  permanently  protected  by  the 
state.  Second,  the  principle  of  voluntary  investments  and  contribu¬ 
tions  was  adopted,  and  infringements  and  encroachments  on  remittances 

24 

were  explicitly  forbidden.  Third,  the  domestic  dependents  were  free 
to  use  remittances  for  any  other  purpose  they  wished.  They  could, 
for  example,  use  their  remittances  to  pay  for  weddings,  funerals,  and 
celebrations.  Finally,  the  policy  encouraged  but  did  not  require  the 
domestic  dependents  and  the  Chinese  abroad  to  invest  in  production  or 
the  local  investment  companies.  In  addition,  investment  was  encouraged 


. 
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in  a  variety  of  public  welfare  projects  including  schools.  Local 

governments  were  asked  to  provide  facilities  and  assistance  to  those 

overseas  Chinese  and  domestic  dependents  who  wished  to  make  investments 

in  economic  enterprises  or  contribute  to  local  construction  projects. 

The  policy  essentially  was  designed  to  ensure  that  the  domestic 

dependents  actually  received  the  remittances  sent  to  them  by  their 

relatives  abroad.  If  remittances  were  protected  from  interference  - 

theft,  embezzlement,  and  outright  appropriation,  for  example  -  then  the 

overseas  Chinese  would  be  more  inclined  to  continue  sending  them  to 

their  dependents  in  the  home  districts.  Moreover,  remittances  entered 

the  local  economy  through  purchases  of  consumer  goods  and  investment 

in  local  economic  enterprises.  Thus,  if  remittances  were  to  support 

the  local  economy,  then  they  had  to  be  protected  from  abuse. 

A  related,  but  secondary  question  concerns  the  ratification  by 

the  Standing  Committee  of  the  National  People's  Congress  at  its  78th 

Session  of  a  decision  to  grant  preferential  treatment  to  overseas 

Chinese  investments  in  the  overseas  Chinese  investment  companies  in 
25 

China.  The  1955  policy  had  encouraged  investment,  but  no  guarantees 
were  made  by  the  central  authorities  in  respect  to  it.  Under  the  1955 
policy,  specific  terms  and  conditions  of  investment  evidently  were 
left  to  the  appropriate  subnational  authorities.  Thus,  it  is  worth 
considering  whether  the  central  authorities  were  influenced  by  sub¬ 
national  groups  while  making  the  1957  investment  decision. 

Decision-making  in  Overseas  Chinese  Affairs 
The  Overseas  Chinese  Affairs  Commission  consists  of  two  organi¬ 
sational  components.  A  permanent  staff  administers  the  programs  of  the 
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bureaucracy  based  on  the  policy  determinations  made  by  a  State  Council 
appointed  committee  leading  the  OCAC  bureaucracy.  The  appointed  com¬ 
mittee  is  composed  of  individuals  whose  main  area  of  responsibility  or 
involvement  is  overseas  Chinese  affairs.  In  so  much  as  overseas 
Chinese  affairs  is  not  a  functional  area  per  se,  but  rather  a  concept 
embracing  aspects  of  a  number  of  different  functional  areas,  the 
appointed  committee  is  also  composed  of  representatives  of  the  involved 


27 

functional  departments.  This  committee  is  the  highest  state  organ 
responsible  for  decision-making  in  the  overseas  Chinese  affairs  field. 
Having  been  appointed  by  the  State  Council,  the  committee  members  pre¬ 
sumably  held  the  trust  of  the  former  body.  In  other  words,  the  deci¬ 
sions  taken  by  the  committee,  although  passed  on  to  the  State  Council 
for  final  approval  and  promulgation,  would  have  undergone  few  changes 
if  any  in  the  State  Council. 

It  should  be  noted  that  certain  external  overseas  Chinese 
policies  may  have  been  subject  to  the  direction  of  the  central  foreign 
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affairs  apparatus.  Stephen  Fitzgerald  has  suggested  that  extra- 
bureaucratic  direction  was  also  the  case  in  domestic  policy-making. 


30 


According  to  Fitzgerald,  "major  external  policy  decisions,  presumably 
the  responsibility  of  the  Politbureau  or  its  Standing  Committee,  prob¬ 


31 


ably  are  made  in  conjunction  with  the  State  Council  Staff  Office  of 

Foreign  Affairs,  with  advice  from  the  Foreign  Ministry  and  the  OCAC." 

Fitzgerald  considers  it  unlikely  that  the  OCAC  has  the  authority  to 

32 

make  even  minor  external  policy  decisions. 

However,  there  is  reason  to  believe  that  the  OCAC  was  the  focus 
of  much  of  the  policy-making  in  overseas  Chinese  affairs .  Before  the 
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Staff  Office  of  Foreign  Affairs  was  established  in  1958,  the  Premier's 

Secretariat  was  responsible  for  foreign  affairs.  No  leading  members 

of  the  OCAC  are  known  to  have  been  associated  with  the  Premier's 
33 

Secretariat.  Moreover,  "...  the  Foreign  Ministry  has  not  been 

represented  on  the  Commission  at  the  vice-ministerial  level,  as  other 

ministries  were,  and  very  few  members  have  been  drawn  from  the  foreign 

34 

affairs  field.”  This  suggests  that  the  Foreign  Ministry  was  not 

closely  involved  organisationally  with  the  OCAC.  On  the  basis  of 

evidence  provided  by  Fitzgerald,  the  role  of  the  Foreign  Ministry  in 

decision-making  on  overseas  Chinese  affairs  may  have  been  limited  to 

consular  matters.  It  is  known,  for  example,  that  only  two  members  of 

the  3rd  OCAC  were  affiliated  with  the  Foreign  Ministry.  Ch'in  Li-chen 

was  the  Director  of  the  Consular  Affairs  Department  of  the  Foreign 

Ministry,  and  Chung  Ch'ing-fa  had  been  a  counsellor  and  charge 

35 

d'affaires  in  the  Chinese  Embassy  in  Djakarta.  Furthermore,  the 

leading  Party  organ  responsible  for  overseas  Chinese  affairs,  both 

36 

domestic  and  external,  between  1949  and  1954  was  the  United  Front 

Work  Department  of  the  CCP  Central  Committee  (UFWD) .  There  was  no 

separate  organ  of  the  Party  charged  exclusively  with  overseas  Chinese 

affairs,  apparently  in  recognition  of  the  many  functional  areas  with 

which  such  an  organ  would  have  to  contend  separately  in  determining 

overseas  Chinese  policy.  Consequently,  the  lack  of  involvement  by 

the  Foreign  Ministry,  the  absence  of  a  separate  overseas  Chinese 

affairs  Party  organ,  and  the  relatively  low  priority  accorded  overseas 

37 

Chinese  affairs  in  the  UFWD  increased  the  scope  and  influence  of  the 
OCAC  bureaucracy  in  the  making  of  overseas  Chinese  policy. 
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Kwangtung  Province  and  Overseas  Remittances 

According  to  the  1953  national  census,  there  were  nearly  12 

38 

million  Chinese  residing  in  foreign  countries.  Approximately  95  per 
cent  of  the  overseas  Chinese  were  natives  of  South  China,  particularly 
Kwangtung  and  Fukien  provinces.  Kwangtung  alone  accounted  for  65  per 


cent  of  the  overseas  Chinese  population 


39 


It  has  been  estimated  that 


the  domestic  dependents,  that  is  the  immediate  relatives  of  the  Chinese 

40 

abroad,  numbered  6.4  million  in  Kwangtung  in  1954.  This  figure  is 

exclusive  of  returned  overseas  Chinese,  overseas  Chinese  students,  and 

41 

relatives  of  the  domestic  dependents  in  Kwangtung. 

The  relationship  between  the  Kwangtungese  and  the  overseas 
Chinese  communities  had  obvious  important  economic  implications.  In 
fact,  the  provincial  authorities  had  a  fundamental  interest  in  the 
maintenance  and  promotion  of  overseas  remittances .  Most  of  the  domestic 

dependents  in  Kwangtung,  representing  about  20  per  cent  of  the  provin- 

42 

cial  population,  received  remittances  from  abroad.  Having  the 

largest  population  of  domestic  dependents,  Kwangtung  province  was  the 

principal  recipient  of  family  and  investment  remittances.  Between  1950 

and  1961,  the  province  consistently  received  over  50  per  cent  of  the 

total  annual  remittances  sent  to  China.  Kwangtung  received  remittances 

43 

amounting  to  approximately  $24  million  (U.S.)  annually.  In  1955, 

funds  absorbed  by  the  Overseas  Chinese  Investment  Companies  in  Kwangtung 

and  Fukien  amounted  to  10  per  cent  of  the  capital  invested  in  their 

44 

respective  local  industries.  Thus,  overseas  remittances  represented 
an  important  source  of  capital  for  the  development  of  the  provincial 
economy.  In  fact,  the  receipt  of  remittances  was  critical  to  the 
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TABLE  12.  ESTIMATE  OF  TOTAL  REMITTANCES 

TO  KWANGTUNG  PROVINCE,  1950-1964 
(millions  of  United  States  dollars) 

Year 

Kwangtung ' s 
Annual 

Remittances 

Wu's  Estimate  of 

Total  Annual 
Remittances 

Percentage 
Received 
by  Kwangtung 

1950 

37.598 

60.100 

62.5 

1951 

32.957 

56.810 

58.0 

1952 

20.770 

41.050 

50.6 

1953 

23.804 

45.340 

52.5 

1954 

21.715 

41.220 

52.6 

1955 

24.413 

46.490 

52.5 

1956 

23.948 

45.850 

52.2 

1957 

23.648 

45.420 

52.0 

1958 

21.508 

41.690 

51.7 

1959 

19.229 

36.050 

53.3 

1960 

21.058 

41.690 

50.5 

1961 

20.168 

38.890 

51.8 

1962 

19.678 

39.770 

49.5 

1963 

22.396 

42.420 

52.7 

1964 

23.646 

44.920 

52.6 

AVERAGE 

23.744 

44.527 

53.3 

Source : 

Chun-hsi  Wu,  Dollars, 

Dependents  and  Dogma:  Overseas  Chinese 

Remittances  to  Communist  China,  (Stanford:  The 

Hoover  Insti- 

tution,  1967) ,  p.  142  for  total  annual  remittances  to  China. 

Note:  Annual  remittances  to  Kwangtung  were  calculated  by  assuming  that 

the  percentage  of  overseas  Kwangtungese  of  an  overseas  Chinese  popula¬ 
tion  in  a  foreign  state  contribute  a  proportion  of  remittances 
originating  in  that  foreign  state  equal  to  that  population  ratio.  Wu 
applied  this  method  on  a  limited  scale  in  his  study,  see  Dollars , 
Dependents  and  Dogma . . . ,  pp.  119,  122.  Actual  calculations  were  made 
on  the  basis  of  Wu's  estimates  of  remittances  originating  in  Thailand, 
Malays ia-Singapo re ,  Philippines,  Indonesia,  South  Vietnam,  Cambodia 
and  Laos,  Burma,  Americas  and  Australia,  and  Hong  Kong  and  Macau.  See 
Wu,  pp.  107,  113,  118,  121,  123,  124,  129,  135,  respectively.  The 
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TABLE  1  (continued) 


proportion  of  Kwangtungese  in  the  overseas  Chinese  populations  of  all 
these  areas,  except  Indonesia  and  Hong  Kong  and  Macau,  are  in  Wu,  pp. 
96-126.  On  the  basis  of  the  discussion  in  A.  Doak  Barnett,  Communist 
China  and  Asia;  Challenge  to  American  Policy,  (New  York:  Alfred  A. 

Knopf  and  Random  House,  1961),  p.  175,  it  is  assumed  that  the  propor¬ 
tion  of  Kwangtungese  in  the  overseas  Chinese  population  of  Indonesia 
is  20  per  cent.  Proportion  for  Hong  Kong  and  Macau  is  reported  in 
SCMP  1266,  April  7,  1956.  Remittance  figures  used  are  all  remittances 
via  Hong  Kong.  According  to  Wu,  Hong  Kong  has  been  the  principal 
channel  through  which  remittances  reached  China;  remitters  of  Kwangtung 
origin  usually  would  remit  funds  via  Hong  Kong.  See  Wu,  p.  85,  122. 

It  should  also  be  noted  that  Kwangtung  figures  and  thus  the  percentages 
may  be  somewhat  higher  as  Wu's  category  "foreign  currency  carried  by 
returning  overseas  Chinese,  and  direct  remittances  from  areas  other 
than  Hong  Kong"  was  excluded  from  calculation  of  Kwangtung' s  remittance 
receipts.  The  difference,  however,  is  marginal  because  the  excluded 
category  represents  an  average  of  U.S.  $2.1  million  annually  for  1950- 
1964.  See  Wu,  pp.  128-30,  134-136,  and  Table  45  on  p.  135. 


viability  of  the  Kwangtung  economy.  According  to  A.  Doak  Barnett,  any 

decrease  in  remittances  had  adverse  effects  on  the  entire  provincial 
45 

economy.  Any  possible  contraction  in  the  flow  of  remittances  to 
Kwangtung  was,  therefore,  a  serious  matter  for  the  provincial  state 
institutional  groups  charged  with  local  economic  and  social  develop¬ 
ment  as  well  as  the  domestic  dependents  concerned. 

Kwangtung  Province,  State  Finance  and  Local  Development 

From  a  provincial  perspective,  the  significance  of  remittances 
was  enhanced  due  to  certain  central  government  decisions  concerning 
economic  and  social  development.  Central  level  decisions  limited  in¬ 
vestment  capital  which  was  to  be  allocated  to  Kwangtung  during  the 
rehabilitation  period  (1949-1952) ,  and  the  First  Five  Year  Plan 
(1953-1957) .  These  decisions  are  reviewed  in  this  section. 
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As  was  the  case  in  other  provinces  after  1949,  the  Kwangtung 
provincial  economy  needed  to  be  reconstructed.  The  promotion  of 
provincial  economic  development  depended  upon  the  availability  of 
revenues  for  investment  purposes.  In  order  to  pursue  economic  develop¬ 
ment,  the  relevant  authorities  required  investment  capital  not  only  for 
the  rehabilitation  of  the  economy  in  general,  but  also  for  the  ex¬ 
pansion  and  modernisation  of  the  industrial  sector  in  particular. 

One  indication  of  concern  with  accumulating  capital  for  economic 
undertakings  was  the  importance  attached  to  investment  funds  by  the 
authorities  in  industrial  centres.  If  investment  capital  for  indus¬ 
trialisation  was  a  concern  in  Kwangtung,  then  the  Canton  authorities 
were  among  the  most  concerned  at  the  municipal  level.  The  importance 
which  they  attached  to  investment  capital  was  based  in  part  on  the 
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fact  that  one-third  of  Kwangtung 's  industry  was  located  m  Canton. 

The  need  for  investment  capital  took  on  a  sense  of  urgency  when, 
at  the  Third  Representatives  Conference  of  the  CCP  in  Canton  held 
between  August  18  and  September  2,  1952,  the  view  was  put  forth  that 
unless  the  economic  bases  of  the  municipality  was  restored  and  stimu¬ 
lated,  social  reforms  could  not  be  expected  to  evolve  smoothly.  To 
ignore  the  concerns  of  the  industrial  and  commercial  groups  in  Canton 
was  risky,  and  could  possibly  result  in  the  disaffection  of  the 
urban  workers.  In  order  to  facilitate  economic  revival  and  social 
reform,  the  municipal  committee  unanimously  agreed  to  the  development 
of  domestic  and  foreign  trade,  the  rigid  practice  of  economy,  and 
measures  to  stimulate  economic  activity.  The  committee  considered  the 
improvement  of  the  municipal  economy  to  be  its  central  task. 
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in  the  fall,  Chu  Kuang,  who  was  heavily  involved  in  Canton's  economic 
„  .  48 

affairs,  made  a  report  to  the  Canton  Congress  of  Representatives  of 

All  Circles  in  which  he  identified  financial  and  economic  work  as  the 
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main  task  for  Canton  in  1953.  Known  to  have  favored  local  economic 
development,  Chu  probably  stressed  such  an  approach  in  his  report.50 
Under  a  central  government  decision  of  March  1951,  to  be  discussed 
below,  local  development  projects  were  to  be  underwritten  by  provincial 
and  municipal  funds.  Accordingly,  if  Canton  officials  elected  to  pursue 
a  local  industrial  development  strategy,  then  the  funds  required  had  to 
be  generated  locally. 

Financial  and  commercial  officials  in  the  province  may  have 
been  counting  upon  central  level  investment  funds,  in  addition  to  those 
allocated  by  the  provincial  treasury,  to  stimulate  the  economy.  To  a 
large  extent,  the  receipt  of  central  level  investment  funds  depended 
upon  the  economic  priorities  delineated  in  the  First  Five  Year  Plan 
(FFYP) .  With  substantial  investment  funds  and  other  resources  to  be 
allocated  to  those  provinces  and  cities  selected  for  priority  indus¬ 
trialisation,  local  party  committees  (presumably,  at  both  provincial 
and  municipal  levels)  attempted  to  harness  national  level  support  to 
secure  industrial  enterprises  for  their  localities .  To  the  extent 
that  Kwangtung  authorities  were  involved  in  this  political  effort, 
they  failed  to  persuade  central  officials  to  locate  central-state 

industry  in  the  province.  The  FFYP  was  weighted  against  the  province 
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in  almost  every  respect. 

The  thrust  of  the  FFYP  was  industrialisation  with  heavy  industry 
the  chief  investment  consideration.  The  majority  of  the  new  industrial 
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projects  were  to  be  constructed  in  medium-sized  cities  located  inland 
rather  than  in  the  coastal  regions,  such  as  Kwangtung.  In  addition, 
the  inland  provinces  were  to  be  financially  supported  in  the  develop¬ 
ment  of  light  industry. 

Thus,  Kwangtung  in  general  and  Canton  in  particular,  were 

neglected  in  the  FFYP  with  respect  to  investment  funds  for  both  heavy 

and  light  industry.  It  was  not  until  the  spring  of  1954  that  the 

first  publicised  discussions  on  the  FFYP  took  place  in  Canton.  In 

May,  at  the  Fourth  Municipal  Party  Congress,  it  was  made  clear  that 

the  local  officials  considered  that  the  municipality  had  not  been 
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granted  sufficient  support  for  industrialisation.  Apparently, 
provincial  plans  to  "embark  upon  a  large  scale  construction"  in  the 
economic  sphere  were  threatened  with  curtailment  unless  alternate 
sources  of  investment  capital  were  fully  exploited. 

The  importance  of  locally  generated  revenues  for  the  economic 
development  of  Kwangtung  was  accentuated  by  the  FFYP.  This  suggests 
that  if  the  provincial  economy  were  to  be  stimulated,  then  Kwangtung 
authorities  had  to  formulate  a  provincial  position  on  local  economic 
deve lopment . 

T'ao  Chu,  the  leading  political  figure  in  Kwangtung  province 
53 

after  February  1952,  outlined  the  prevailing  views  of  the  Kwangtung 
authorities  on  the  question  of  local  economic  development  at  the  First 
South  China  Representatives  Conference  of  the  Chinese  Communist  Party 
which  met  in  Canton  between  October  3  and  October  24,  1953  to  consider 
the  tasks  facing  the  Party  in  South  China  during  the  First  Five  Year 
Plan.  T'ao  pointed  out  that  "efforts  in  the  industrial  field  in  South 
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China  must  first  be  concentrated  on  the  proper  operation  and  develop¬ 
ment  of  the  local  state  owned  industrial  enterprises  and  the  reform 
of  capitalist  industrial  enterprises.  That  is  to  say,  while  the 
leadership  of  the  state  owned  factories  must  not  be  relaxed,  there  must 
at  the  same  time  be  positive  and  appropriate  development  of  local  in¬ 
dustry  and  the  serious  socialist  reform  of  capitalist  industry.  There 

must  also  be  the  proper  attention  to  commerce  and  financial  work,  for 
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these  also  are  important  in  the  construction  of  South  China."  T'ao 
went  on  to  note  that  the  promotion  of  local  industrial  development 
was  considered  vital  in  order  that  Canton  and  Kwangtung  in  general 
could  provide  the  industrial  base  for  the  economic  construction  of 
South  China.  He  pointed  out  that  "the  direction  of  Canton's  develop¬ 
ment  must  be  striving  for  the  early  realisation  of  such  a  change  . . . 
only  by  bringing  about  such  a  change  for  Canton  may  we  have  a  reliable 
industrial  base  when  the  whole  South  China  region  enters  the  stage  of 

intensive  industrial  development.  This  should  therefore  be  a  task 
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which  we  cannot  overlook  or  neglect...."  Clearly,  the  lack  of 
central  level  investment  in  Kwangtung' s  economy  under  the  FFYP  implied 
that  provincial  economic  development  had  to  be  based  on  a  local 
development  strategy. 

The  FFYP  also  had  financial  consequences  for  provincial  social 
programs.  Generally  speaking,  central  government  investment  expendi¬ 
tures  in  the  1950 's  were  heavily  concentrated  in  industry,  construction, 
transportation,  and  communications.  In  contrast,  social  expenditures, 
concentrated  in  education  and  health,  were  financed  largely  (70  to  75 
per  cent)  by  subnational  authorities.  For  the  remainder,  they  relied 
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on  central  level  appropriations.56  in  the  fall  of  1953,  it  was  ex¬ 
plicitly  confirmed  that  education  was  not  to  be  a  priority  considera¬ 
tion  during  economic  construction.  In  September  1953  Chang  Hsi-jo, 
Minister  of  Education,  addressed  himself  to  the  question  of  opening 
additional  primary  and  middle  schools.  Reiterating  the  view  that  the 
principal  task  of  the  government  -  economic  construction  -  required 
that  expenses  in  other  areas  be  reduced  in  order  to  concentrate  on  the 

establishment  of  industrial  enterprises,  Chang  flatly  stated  that 
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additional  schools  simply  could  not  be  opened  at  that  time.  Although 
there  was  an  apparent  need  for  additional  schools  throughout  the 
country,  the  Minister  of  Education  had  in  effect  informed  the  sub¬ 
national  levels  that  central  support  and  funds  to  satisfy  that  need 
would  not  be  forthcoming.  It  was,  therefore,  incumbent  upon  the  ad¬ 
versely  affected  subnational  levels  to  take  steps  to  ensure  that  both 
facilities  and  personnel  were  available  to  meet  the  educational  needs 
of  the  growing  number  of  school-age  children. 

Finally,  provincial  bureaucratic  groups  oriented  towards 
financial  and  economic  matters  were  concerned  with  the  accumulation 
of  investment  capital,  especially  after  March  1951.  On  March  29,  1951, 
the  Government  Administrative  Council  (GAC)  promulgated  a  policy  of 
centralised  leadership  and  divided  responsibility  with  respect  to  state 
finance.  The  heavy  financial  burden  assumed  by  the  central  government 
for  the  acceleration  of  national  defense  construction  and  the  stabili¬ 
sation  of  domestic  prices  had  greatly  diminished  the  financial  re¬ 
sources  available  for  economic  reconstruction  and  the  maintenance  of 
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the  administrative  apparatus  below  the  central  level.  The  1951  GAC 
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decision  stressed  greater  subnational  reliance  on  local  financial 
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resources  for  both  reconstruction  and  development,  and  administration. 
The  chief  purpose  of  the  decision  was  to  provide  a  stimulus  to  local 
governments  to  initiate  locally  operated  enterprises  and  assume  a 
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larger  share  of  the  responsibility  for  local  construction  undertakings. 

Faced  with  the  prospect  of  only  marginal  central  level  financial 
support  for  local  economic  recovery  and  development  programs,  the 
Kwangtung  authorities  were  compelled  to  establish  revenue-generating 
enterprises.  A  degree  of  self-sufficiency  could  be  made  possible 
through  retention  of  local  enterprise  revenues.  However,  it  was 
necessary  to  raise  the  capital  needed  to  establish  the  enterprises. 
Although  the  collection  of  taxes  and  sale  of  bonds  in  Kwangtung  had 
met  with  considerable  initial  success,  the  returns  were  of  a  diminish¬ 
ing  order.  The  population  of  Kwangtung  -  one  of  the  "later  liberated 
areas"  -  had  resisted  renewed  efforts  by  the  provincial  government  to 
collect  taxes  necessary  to  finance  the  provincial  apparatus  and  its 
local  programs.  Thus,  provincial  societies  and  associations  were 
mobilised  to  provide  direct  financial  support  for  government  services, 
thereby  bypassing  the  provincial  treasury.  Very  often,  the  provincial 

authorities  depended  upon  patriotic  appeals  for  funds  rather  than  im- 
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posing  their  taxation  authority. 

Accordingly,  Kwangtung  authorities  were  under  some  pressure  to 
devise  alternate  revenue  -  generating  schemes,  in  order  to  tap  local 
financial  resources  to  fund  provincial  development  plans.  Specifically, 
to  stimulate  the  growth  of  local  industry  it  was  regarded  as  being 
necessary  to  develop  new  sources  of  revenue,  especially  to  encourage 
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private  investment  for  the  construction  and  expansion  of  additional 
factories 

For  a  very  few  provincial  governments,  the  overseas  Chinese 
communities  represented  an  extra-societal  source  of  private  investment 
funds  for  local  development  purposes.  Under  economic  constraints 
facing  the  Kwangtung  authorities,  overseas  remittances  were  a  critic¬ 
ally  important  source  of  provincial  investment  funds  by  late  1953. 

Thus ,  provincial  government  departments  involved  in  local  economic 
development  in  Kwangtung  -  such  as  the  departments  of  industry,  com- 
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merce,  public  works,  finance  and  trade  -  had  an  interest  in  promoting 
overseas  remittances.  In  this  regard,  provincial  education  authorities 
also  had  an  interest  in  local  revenue  generating  plans,  including 
overseas  remittances. 

Interest  Groups  in  Kwangtung  Province 

The  general  importance  of  remittances  for  the  provincial 
economy,  as  well  as  investment  constraints  imposed  by  central  level 
funding  decisions,  gave  a  number  of  provincial  groups  a  stake  in 
remittance  policy.  For  the  most  part,  these  groups  were  interested 
in  attracting  investment  funds  from  the  overseas  Chinese. 

To  facilitate  the  channeling  of  remittances  into  provincial 
development,  three  major  investment  companies  were  established  in 
Kwangtung  by  the  provincial  government.  Between  February  1951  and 
October  1953  the  South  China  Enterprise  Company,  the  Canton  Overseas 
Chinese  Investment  Company,  and  the  Kwangtung  Provincial  Overseas 
Chinese  Industrial  Construction  Company  were  set  up  and  given  responsi¬ 
bility  for  a  variety  of  construction  and  production  efforts  in  the 
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province.  The  Kwangtung  Provincial  Overseas  Chinese  Industrial  Con¬ 
struction  Company  was  to  be  involved  primarily  in  industrial  and 
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mining  enterprises.  The  Canton  Overseas  Chinese  Investment  Company 

was  to  undertake  investment  in  factories,  mines,  communications,  public 
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utilities,  and  domestic  and  foreign  trade.  Finally,  the  South  China 
Enterprise  Company  was  to  be  involved  mainly  in  foreign  trade  opera¬ 
tions  and  related  shipping  and  industrial  enterprises.^ 

The  establishment  of  these  companies  indicates  that  the 
provincial  government  was  committed  to  the  accumulation  of  funds  from 
the  overseas  Chinese  and  their  domestic  dependents  for  the  purpose  of 
local  economic  development.  The  inauguration  of  the  investment  com¬ 
panies  prior  to  the  enunciation  in  January  1952  of  the  State  Council 
directive  on  attracting  remittances  for  investment  suggests  that  the 
provincial  government  had  accepted  the  practice  of  promoting  remit¬ 
tances  at  an  early  date.  Thirty  per  cent  of  the  investment  capital 
for  each  of  the  companies  was  to  be  provided  by  the  provincial  govern¬ 
ment.  The  balance  was  to  be  solicited  from  the  overseas  Chinese  and 
their  domestic  dependents.  Thus,  these  provincial  investment  com¬ 
panies  had  a  direct  interest  in  the  promotion  of  overseas  remittances. 

The  range  of  activities  covered  by  the  investment  companies 
suggests  that  several  other  governmental  groups  were  involved  in 
advocating  remittance  promotion.  Specifically,  the  Departments  of 
Industry  and  Commerce  as  well  as  the  provincial  foreign  trade  organ 
appear  to  have  been  active  participants.  The  Industry  and  Commerce 
Departments  provided  assistance  to  the  investment  companies  and  to 
the  many  smaller  enterprises  in  Kwangtung  financed  by  the  domestic 
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dependents.  In  addition,  these  Departments  were  authorised  to  in- 

6  V 

vestigate  businesses  handling  overseas  remittances  presumably  to 
ensure  that  remittances  were  reaching  the  persons  and  companies  for 
which  they  were  intended.  Moreover,  an  awareness  of  the  limited  re¬ 
sources  available  for  cultivating  industrial  and  commercial  enterprises 
probably  assured  that  the  two  Departments  would  be  key  advocates  of 
remittance  promotion.  The  Bureau  of  Foreign  Trade  was  involved  to  the 
extent  that  the  provincially-based  investment  enterprises  catered  to 
the  overseas  Chinese  market  in  Southeast  Asia.  As  the  traditional 
centre  supplying  goods  in  demand  among  the  Chinese  in  Southeast  Asia, 

Kwangtung  Province  was  in  a  position  to  renew  and  expand  its  foreign 
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trade  activities  throughout  the  region.  Due  to  the  lack  of  an 

effective  mechanism  to  coordinate  Kwangtung' s  foreign  trade,  it  re- 

69 

mained  largely  unplanned  and  unorganized  between  1949  and  1951. 

However,  with  their  orientation  toward  the  overseas  Chinese,  the  in¬ 
vestment  companies  were  given  responsibilities  in  the  foreign  trade 
field,  both  to  overcome  previous  trading  deficiencies  and  to  provide 
for  more  or  less  direct  dealing  with  overseas  Chinese  entrepreneurs 
wishing  to  import  goods  from  Kwangtung.  In  addition,  it  was  antici¬ 
pated  that  the  investment  companies,  through  careful  planning  of  im¬ 
ports  and  exports,  would  be  able  to  achieve  some  foreign  exchange 
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savings  in  their  foreign  trade  operations.  Thus,  those  bureaucratic 
groups  responsible  and  accountable  for  various  provincial  economic 
activities  apparently  depended  on  the  investment  companies  and  their 
subsidiaries  -  and  indirectly  on  the  domestic  dependents  and  their 
relatives  abroad  -  to  provide  a  large  proportion  of  the  financial 
resources  necessary  to  support  the  provincial  economy. 
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The  governmental  groups  were  not  alone  in  their  concern  for  the 
continuation  of  a  large  volume  of  remittances.  The  domestic  dependents 
had  an  interest  in  the  financial  health  of  the  investment  companies  to 
the  extent  that  they  represented  employment  opportunities  and  job 
security  for  a  portion  of  that  societal  group.  The  investment  com¬ 
panies  were  responsible  for  diverting  the  accumulated  funds  into  local 
industrial  construction  and  production  projects  in  those  areas  of  the 
province  largely  inhabited  by  the  domestic  dependents.  The  purpose  of 

this  effort  was  to  stimulate  the  economy  of  the  principal  overseas 
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Chinese  home  districts.  In  part,  the  investment  companies  depended 
for  their  success  on  making  an  economic  and  social  contribution  to  the 
provincial  domestic  dependent's  communities;  the  satisfactory  execution 
of  this  responsibility  was  necessary  if  the  companies  expected  sub¬ 
stantial  continuing  investment  by  both  the  overseas  Chinese  and  their 
dependents.  To  this  end  the  Kwangtung  Provincial  Overseas  Chinese 
Industrial  Construction  Company  reconstructed  and  established  enter¬ 
prises  in  the  home  districts,  and  employed  the  domestic  dependents  in 
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its  subsidiary  factories  and  enterprises  as  staff  members  and  workers. 

In  addition,  the  company  employed  overseas  Chinese  refugees  who  had 

returned  to  China  and  settled  in  Kwangtung.  Presumably  this  hiring 

practice  was  also  carried  out  by  the  other  two  investment  companies. 

Moreover,  there  were  a  great  number  of  smaller  enterprises  set  up  by 

73 

the  domestic  dependents  in  the  home  districts  which  were  probably 
oriented  towards  economic  dealings  with  the  major  investment  companies 
and  their  subsidiaries .  The  three  principal  investment  companies  thus 
provided  both  direct  and  indirect  employment  for  the  domestic  dependents 
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and  thereby  contributed  to  the  economic  viability  of  the  home  districts 
,  74 

in  general. 

Both  the  domestic  dependents  and  the  Chinese  abroad  invested  in 

the  companies.  More  important,  as  both  the  interest  and  dividends 

accruing  to  the  shareholders  was  not  allowed  to  leave  the  PRC  in  this 

early  period,  any  financial  benefits  could  be  passed  on  to  the  domestic 
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dependents  to  supplement  further  the  family  remittances  received. 
Accordingly,  the  domestic  dependents  had  an  interest  in  receiving 
assurances  that  their  investments  would  not  be  vulnerable  to  infringe¬ 
ment  by  party  or  government  authorities  at  a  future  date. 

In  fact,  both  the  governmental  groups  and  the  domestic  depend¬ 
ents  were  concerned  with  the  persistent  problem  of  interference  with 
the  receipt  of  remittances  typified  by  theft,  coercion,  and  corruption. 

In  addition,  the  receipt  of  letters  by  the  overseas  Chinese  threaten- 
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mg  the  lives  of  their  relatives  unless  financial  demands  were  met 

was  also  a  problem.  As  a  result  of  the  extortion,  theft,  and  coercion 

of  remittances,  the  overseas  Chinese  reacted  by  reducing  or  terminating 
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regular  remittances  to  China.  During  1952  the  volume  of  overseas 

remittances  to  Kwangtung  dropped  precipitously,  declining  by  37  per 

cent  over  1951  and  nearly  45  per  cent  over  the  1950  volume  of  $37 

78 

million  (U.S.).  Had  the  Kwangtung  authorities  been  able  to  maintain 
the  remittance  volume  of  1950,  remittances  through  the  end  of  1954 
would  have  totalled  about  $187.5  million  (U.S.).  However,  the  total 


volume  in  1950-1954  was  about  $136.6  million  (U.S.).  Based  on  the 
1950  remittance  volume,  Kwangtung  in  effect  lost  about  $50  million 
(U.S.)  in  potential  investment  from  overseas  in  the  1950-1954  period. 
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The  problem  of  remittance  losses  required  resolution  since  its 

79 

continuation  threatened  the  provincial  economy.  In  fact,  the  prob¬ 
lem  was  of  sufficient  scope  to  warrant  the  establishment  of  an  in¬ 
vestigation  committee  within  the  provincial  OCAC  to  examine  cases  of 
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alleged  remittance  losses  through  theft  and  corruption.  Even  though 
investment  capital  was  derived  directly  from  overseas  and  indirectly 
from  the  recipients  of  family  remittances,  it  was  the  latter  which 
accounted  for  a  large  part  of  investment  funds.  Accordingly,  in  order 
to  safeguard  investment  funds  it  was  necessary  to  protect  remittances 
in  general  from  abuse. 

Clearly,  the  bureaucratic  groups  concerned  with  raising  develop¬ 
ment  revenues  had  an  interest  in  remittance  protection.  Moreover, 
until  theft  and  losses  were  curbed  the  overseas  Chinese  presumably 
would  not  remit  funds  on  a  large  scale  for  family  maintenance  or  in¬ 
vestment  purposes.  These  considerations,  in  addition  to  interference 
with  remittances  by  basic-level  cadres,  resulted  in  the  adoption  by 

the  provincial  government  of  a  policy  protecting  remittances  and  their 
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use  in  September  1953. 

In  addition  to  these  provincial  groups  oriented  to  economic 
development,  groups  involved  in  furthering  education  in  the  province 
were  also  interested  in  remittance  policy. 

Kwangtung  Province  appears  to  qualify  as  a  province  which  could 
have  expected  to  experience  a  severe  shock  from  the  central  govern¬ 
ment's  neglect  of  the  educational  field.  By  1952  there  was  a  combined 
total  of  3,300,000  primary,  middle  and  university  students  to  be 
accommodated  in  schools  in  Kwangtung,  almost  double  the  student 


. 


188 


population  prior  to  1949.  Moreover,  it  was  expected  that  the  enroll¬ 
ment  of  primary  and  middle  school  students  would  reach  3,730,000  with 
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the  commencement  of  the  school  term  in  the  fall  of  1952.  To  meet 

the  greatly  increased  need  for  sufficient  space  for  students  in  the 

provincial  educational  system,  the  corresponding  number  of  facilities 

required  also  increased  substantially.  To  provide  sufficient  space 

for  the  primary  school  population,  Kwangtung  needed  approximately 

65,000  schools  by  1952  in  contrast  to  the  30,000  operating  prior  to 
8  3 

1949.  Furthermore,  the  quantity  and  quality  of  available  school 

teachers  was  regarded  as  "far  below  the  demands  created  as  a  result 
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of  the  new  situation."  Additional  difficulties  arose  due  to  the 
fact  that  the  on-going  programs  of  the  provincial  Departments  of 
Education  and  Culture  were  only  beginning  to  manifest  tangible  results 
by  1952.  For  example,  the  provision  of  education  for  national  minori¬ 
ties  in  the  province,  an  important  provincial  consideration,  had  re¬ 
sulted  in  10  per  cent  of  the  total  national  minorities  population  re¬ 
ceiving  some  kind  of  education.  As  a  matter  of  provincial  concern, 
national  minority  education  clearly  required  further  support  and  con¬ 
siderable  development.  Spare  time  education  for  workers  and  peasants 
also  constituted  a  major  aspect  of  provincial  education  plans.  Spare 
time  education,  necessitating  the  establishment  of  evening  middle 
schools  and  short-term  primary  and  middle  schools,  required  a  sizeable 
commitment  of  resources.  Moreover,  planned  large-scale  programs  for 
1953  included  a  provincial  literacy  campaign,  the  groundwork  for  which 
had  been  laid  in  1952.  Clearly,  the  successful  development  of  edu¬ 
cational  work  in  Kwangtung  was  based  on  the  rapid  development  and 
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continual  establishment  of  primary,  middle,  technical  and  special 
schools,  and  the  associated  training  and  evolution  of  a  competent 
pool  of  teachers.  However,  this  kind  of  effort  could  be  nourished 
only  by  a  compatible,  supportive  central  education  policy  in  general 
and  a  steady  increase  in  budgetary  appropriations  from  the  central 
government  in  particular . ^ 

Traditionally,  the  overseas  Chinese  remitted  monies  for  the 

establishment,  maintenance  and  expansion  of  educational  facilities  in 

their  native  provinces.  Specifically,  they  financed  schools  in  their 

home  districts  and  villages.  As  with  other  types  of  remittances, 

Kwangtung  probably  received  the  largest  share  of  investment  remittances 

intended  for  the  operation  of  educational  facilities.  Kwangtung' s 

ranking,  along  with  Hopei  and  Shantung,  as  the  provinces  with  the 

greatest  number  of  schools  in  pre-liberation  China  is  attributable  in 
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part  to  the  generosity  of  the  overseas  Chinese.  In  both  the  pre 

and  post-liberation  periods,  Kwangtung  has  been  virtually  dependent 

upon  overseas  financial  support  for  the  provision  of  educational 

facilities  for  the  domestic  dependents  as  well  as  the  provincial 
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populace  in  general. 

In  1962,  a  Nan  Fang  Jih  Pao  editorial  comment  referred  to  the 
chronic  dependence  of  Kwangtung  on  overseas  Chinese  sponsored  schools. 
According  to  the  editorial,  "...  to  run  schools  with  the  financial 


support  of  overseas  Chinese  is  a  positive  factor  contributing  to 
socialist  education  -  which  must  be  encouraged  and  supported  by  us." 
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Support  for  overseas  investment  in  Kwangtung1 s  education  system  was 
necessary  for  two  reasons.  First,  as  late  as  1962  state  run  schools 
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were  "still  incapable  of  meeting  fully  the  needs  of  youths  seeking 
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education...".  Second,  "...  by  allowing  overseas  Chinese  to  run 

schools  on  their  own  resources  we  can  lighten  the  burden  on  the 
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state...".  In  other  words,  overseas  Chinese  investment  was  an  im¬ 
portant  source  of  financial  support  for  the  provincial  education 
system.  Investments  by  the  central  government  in  educational  facili¬ 
ties  for  Kwangtung  were  not  sufficient  to  meet  the  educational  needs 
of  the  provincial  population.  Moreover,  overseas  funding  reduced  the 
pressure  on  the  provincial  government  to  increase  appropriations  for 
education.  Thus,  the  promotion  of  overseas  Chinese  investment  in 

Kwangtung' s  education  system  was  "a  long  term  guideline  to  be  ener- 
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getically  implemented." 

In  fact,  the  overseas  Chinese-sponsored  schools  in  Kwangtung 
were  not  attended  exclusively  by  overseas  Chinese  students  and  the 
children  of  the  domestic  dependents.  The  overseas  Chinese  students 


in  such  schools  normally  accounted  for  only  50  per  cent  of  the  total 
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school  enrollment.  Admitting  students  who  were  not  relatives  or 
family  members  of  the  overseas  Chinese,  the  schools  effectively  re¬ 
duced  the  provincial  commitment  necessary  to  meet  the  need  for  open¬ 
ing  new  schools  to  the  population  at  large.  Nevertheless,  the  curtail¬ 
ment  of  primary  and  middle  school  construction  projects  by  the  Ministry 
of  Education  enhanced  the  importance  and  urgency  of  building  school 
facilities  by  the  relevant  provincial  authorities.  On  the  other  hand, 
Kwangtung  was  in  a  position,  by  virtue  of  a  significant  level  of  over¬ 
seas  educational  investments ,  to  cushion  the  adverse  impact  of  the 
central  decision  if  these  investments  could  be  vigorously  promoted  and 
subsequently  sustained. 
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The  overseas  Chinese,  their  domestic  dependents,  and  the  over¬ 
seas  Chinese  sponsors  of  students  returning  to  study  in  China  were  the 
key  sources  of  overseas  financial  investment  in  educational  enterprises. 
Relying  on  Kwangtung  schools  to  educate  their  children,  the  domestic 
dependents  not  only  contributed  funds  themselves  but  they  also  asked 
their  relatives  overseas  to  do  likewise.  The  schools  themselves  were 
responsible  for  maintaining  regular  contact  with  their  overseas  bene¬ 
factors  to  facilitate  the  receipt  of  additional  operating  funds,  and 
to  inform  of  developments  in  the  schools.  The  sponsors  of  students 

returning  to  Kwangtung  were  regular  if  not  principal  supporters  of 
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educational  facilities  operated  with  overseas  funding;  for  the  most 
part  sponsored  students  attended  overseas-financed  schools.  For  their 
part,  the  returned  students  were  commonly  recipients  of  remittances 
from  their  overseas  sponsors.  In  addition,  these  students  were  often 
the  recipients  of  the  interest  and  dividends  accruing  to  sponsors  who 
were  shareholders  in  the  provincial  investment  companies.  The  returned 
students  were  a  stimulus  to  the  growth  of  educational  enterprises  in 
Kwangtung.  Their  presence  had  an  indirect  impact  on  the  inflow  of 
investment  funds  to  the  provincial  overseas  Chinese  investment  com¬ 
panies  and  the  provincial  economy  in  general. 

Dependent  upon  the  overseas  Chinese  for  the  provision  of  much 
of  the  educational  investment  capital  necessary  to  perform  adequately 
its  assigned  functions  and  carry  out  its  local  programs,  the  provincial 
Department  of  Education  had  a  fundamental  interest  in  the  nature  and 
shape  of  the  policy  on  overseas  Chinese  remittances  and  investments. 
Since  such  policy  had  potential  consequences  for  the  chief  revenue 


’ 
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sources  of  the  Department  of  Education,  it  maintained  close  contact 
with  the  provincial  OCAC.  Moreover,  to  the  extent  that  the  responsi¬ 
bility  for  the  welfare  of  the  domestic  dependents  and  the  inculcation 
of  socialist  attitudes  and  behaviour  among  them  concerned  the  provin¬ 
cial  OCAC,  it  was  interested  in  the  financial  vitality  and  program¬ 
matic  undertakings  of  the  Department  of  Education.  Having  partially 
related  responsibilities  provided  a  catalyst  for  the  coordination  of 
some  of  their  programs.  Yet  the  success  of  either  bureaucratic  group's 
related  programs  depended  largely  on  whether  or  not  the  domestic 
dependents  and  the  overseas  Chinese  could  be  encouraged  to  invest  in 
Kwangtung's  educational  system. 

There  is  evidence  which  indicates  that  the  Department  of 
Education  and  the  Kwangtung  OCAC  cooperated  in  the  promotion  of  over¬ 
seas  investment  in  the  provincial  education  system.  In  fact,  even 
prior  to  1955  the  Department  of  Education  and  the  provincial  OCAC  had 
cooperated  in  soliciting  contributions  from  the  overseas  Chinese. 

This  effort  was  undertaken  because  the  vast  majority  of  returned 

students  were  being  recommended  or  directed  to  schools  outside 
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Kwangtung.  Directing  returned  students  to  schools  outside  Kwangtung 


in  part  reflected  the  limited  space  available  in  regular  educational 
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institutions  in  the  province.  Though  provincial  efforts  were  modest 
initially,  the  results  were  positive.  To  promote  educational  invest¬ 
ment,  efforts  were  directed  at  attracting  overseas  Chinese  students  to 
the  province  since  the  direct  benefit  of  their  presence  was  a  monetary 
gain.  In  addition,  the  Department  of  Education  and  the  provincial 
OCAC  responded  to  the  situation  by  establishing  a  number  of  facilities 


to  accommodate  the  returned  students . 


> 
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Initially,  the  Kwangtung  Department  of  Education  and  the  Canton 

Bureau  of  Education  jointly  promulgated  measures  in  1950  granting 

preferential  measures  to  overseas  Chinese  students  returning  to  China 
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to  pursue  advanced  studies.  In  July  1951,  the  Nan  Fang  Jih  Pao 
announced  the  establishment  of  an  Overseas  Chinese  Institute  at  Nan 
Fang  University.  Students  who  were  the  children  of  domestic  dependents 
were  expressly  barred  from  admission  to  the  new  Institute.  The  limited 
enrollment  of  500  students  was  modest;  the  exclusion  of  domestic  de¬ 
pendent  students  potentially  allowed  for  500  additional  overseas 

sponsors  who  would  contribute  to  the  operation  and  expansion  of  the 
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Institute.  By  September  1951  at  least  one  newly  established  over¬ 
seas  Chinese  middle  school  was  being  operated,  in  addition  to  the 
Institute,  by  the  provincial  government,  presumably  under  the  direction 


of  the  Department  of  Education  and  the  provincial  OCAC. 
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Following 


the  Ministry  of  Education's  guidelines,  the  Department  of  Education  was 
instructed  to  grant  preference  and  priority  to  returned  students  on 


enrollment  and  personal  maintenance  matters. 
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Returned  students 


were  to  be  provided,  for  example,  with  free  board,  lodging,  lecture 
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notes  and  school  uniforms  during  the  period  of  study, 


In  addition, 


efforts  were  made  to  tap  indirectly  the  financial  resources  of 
Hong  Kong  and  Macau  through  the  promulgation  in  March  1952  of  Provisional 
Regulations  for  Hong  Kong  and  Macau  Senior  Middle  School  Graduates 
Returning  to  Canton  for  Schooling.  In  conjunction  with  these  provision¬ 
al  measures,  an  advisory  committee  was  established  to  promote  the  return 
of  the  Hong  Kong  and  Macau  graduates  to  Canton  and  the  province  in 
general.  Indicative  of  their  responsibility  for  the  enactment  of  the 
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provisional  regulations,  the  Kwangtung  OCAC,  the  Department  of  Educa- 
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tion,  and  the  Canton  Students  Union  set  up  the  committee. 

The  announced  halt  of  primary  and  middle  school  construction, 
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first  signalled  in  January  1953,  probably  compelled  the  two  govern¬ 
mental  groups  to  intensify  their  promotional  efforts.  It  may  be 
assumed  that  since  requests  or  demands  to  the  Ministry  of  Education 
regarding  financial  allocations  for  school  construction  would  be 
routinely  denied,  the  Department  of  Education  directed  its  efforts 
toward  the  provincial  OCAC.  At  the  least,  the  Department  sought  the 
support  of  the  Kwangtung  OCAC  in  promoting  educational  investments. 
Greater  promotional  efforts  appear  to  have  been  made,  particularly 
with  respect  to  attracting  students  to  the  province  from  foreign 
jurisdictions.  The  Committee  for  Guiding  Senior  Middle  School 
Graduates  from  Hong  Kong  and  Macau  to  study  in  Canton  was  reactivated 


in  the  summer  of  1953.  The  number  of  students  arriving  from  the 


colonies  for  the  fall  term  of  1953  was  approximately  2,000 
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This 


compares  quite  favorably  with  Kwangtung' s  total  number  of  returned 
students  (2,011)  in  the  November  1950  to  September  1951  period. 

At  the  municipal  level  also,  the  educational  authorities  and 
those  responsible  for  overseas  Chinese  affairs  cooperated  to  promote 
educational  investments.  Reflecting  its  concern  with  the  construction 
of  educational  facilities  in  the  municipality,  the  Canton  government 
was  active  in  organising  and  guiding  students  from  the  colonies.  In 
November  1954,  Hsieh  Ch'uang,  Director  of  the  Canton  Overseas  Chinese 
Affairs  Bureau  (OCAB) ,  indicated  that  the  organisation  hoped  primary 


schools  would  be  promoted  under  overseas  Chinese  sponsorship.  In 
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addition,  he  noted  that  the  Canton  OCAB  was  prepared  to  assist  in  the 
promotion  of  such  schools . 

In  summary,  the  Departments  of  Industry,  Commerce,  and  Education, 
the  provincial  Foreign  Trade  Bureau,  and  the  provincial  investment  com¬ 
panies  generally  were  in  support  of  remittance  promotion  and  protection 
prior  to  1955.  These  governmental  groups  had  a  number  of  sound  economic 
reasons  for  demanding  a  state  policy  which  encouraged  and  safeguarded 
remittances.  First,  remittances  provided  an  automatic  grant  of  foreign 
exchange  to  the  province  which  could  be  applied  against  provincial 
foreign  import  requirements.  Remittances  therefore  contributed  in¬ 
directly  to  the  revitalisation  and  strengthening  of  the  province's 
foreign  trade  activities.  Second,  remittances  provided  capital  invest¬ 
ment  funds  for  provincial  development  which  would  not  otherwise  have 
been  available.  In  addition,  investment  funds  derived  from  remittances 
complemented  the  provincial  government's  policy  of  support  for  local 
economic  development.  Third,  as  a  result  of  enterprise  investment  in 
the  overseas  Chinese  home  districts,  remittances  contributed  to  the 
economic  vitality  of  those  areas  by  indirectly  providing  employment  to 
the  domestic  dependents.  Fourth,  remittances  constituted  an  indirect 
economic  grant  to  the  provincial  government  thereby  releasing  addition¬ 
al  funds  in  the  provincial  treasury  for  other  purposes.  Moreover, 
they  helped  to  limit  the  need  to  impose  taxation  and  other  extractive 
revenue-generating  schemes  on  the  provincial  populace  in  general  to 
raise  funds.  Finally,  within  the  general  economic  parameters  estab¬ 
lished  by  the  central  government's  financial  and  economic  policies, 
the  promotion  and  protection  of  such  an  important  revenue  source  as  re¬ 
mittances  probably  appeared  to  be  a  reasonable  and  attractive  proposition. 


' 


196 


The  receipt  of  overseas  remittances  stemmed  from  the  existence 
of  a  relationship  with  the  overseas  Chinese.  Thus,  demands  made  in 
respect  to  remittances  fell  largely  within  the  competence  of  the  over¬ 
seas  Chinese  affairs  bureaucracy.  The  Kwangtung  OCAC  aggregated  the 
interests  of  the  involved  groups.  This  incorporation  of  demands  would 
have  been  relatively  easy  to  accomplish.  There  was  a  congruence  of 
interests  among  the  governmental  groups.  They  all  were  advocating,  or 
at  least  found  it  in  their  interest  to  support,  the  protection  and 
promotion  of  overseas  remittances. 

No  less  important  was  the  position  taken  by  the  Kwangtung  OCAC 

with  respect  to  remittances.  If  the  provincial  OCAC  was  in  agreement 

with  other  involved  governmental  groups,  then  it  would  have  been  more 

inclined  to  aggregate  their  interests  and  rearticulate  a  unified 

provincial  position  on  remittances  to  the  central  OCAC.  In  early  1952, 

Wu  Chih-chih,  Director  of  the  Kwangtung  OCAC,  pointed  out  that  "it  must 

be  recognized  that  overseas  remittances  . . .  can  be  profitably  used  as 

capital  for  production  enterprises  and  should  be  encouraged.  We  should 

also  refrain  from  feeling  jealous  of  families  with  some  remittances 
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which  enable  them  to  live  more  comfortably."  The  provincial  OCAC 

had  apparantly  accepted  the  view  that  the  domestic  dependents  could 
enjoy  a  more  comfortable  standard  of  living  than  the  general  populace, 
provided  that  some  of  the  remittances  which  allowed  such  a  standard  to 
be  maintained  were  also  invested  in  provincial  enterprises.  The 
provincial  OCAC  was  advocating  privileged  treatment  for  the  domestic 
dependents  to  the  extent  such  favor  was  a  positive  factor  in  meeting 
provincial  investment  and  development  needs. 
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Provincial  Policy  and  Overseas  Remittances 

The  shared  interests  of  the  various  governmental  groups  were 
accommodated  in  several  provincial  decisions.  The  provincial  authori¬ 
ties,  aware  of  the  potential  financial  support  available  from  overseas 
Chinese  with  sentimental,  commercial,  and  familial  attachments  to  the 
province ,  rapidly  prepared  the  groundwork  necessary  to  make  appeals  to 
the  overseas  Chinese  for  investment  funds  to  establish  enterprises,  and 
to  tap  the  capital  held  by  the  domestic  dependents  for  similar  purposes. 

In  January  1951,  the  Kwangtung  government  issued  a  directive 
calling  on  the  domestic  dependents  of  overseas  Chinese  to  engage  in 
production  and  practice  economy.  The  document  indicated  that  they  were 
to  be  persuaded  to  change  their  mistaken  view  of  depending  on  remit¬ 
tances,  and  they  were  directed  to  "refrain  from  dependence  on  remit- 
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tances . "  It  is  both  curious  and  significant  that  the  document  went 

on  to  direct  lower- level  overseas  Chinese  affairs  organs  to  launch  a 

letter-writing  campaign  among  the  domestic  dependents  to  persuade 

their  relations  abroad  to  "make  efforts  to  remit  larger  sums  of  money 
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home  so  as  to  put  their  families  on  their  feet."  In  one  sense,  the 

directive  was  internally  inconsistent.  This  may  have  been  due  to  the 
land  reform  movement's  essential  requirement  of  participation  in 
agricultural  production:  the  directive  associated  the  receipt  of 
remittances  for  living  purposes  with  an  aversion  to  manual  labor  which 
was  thought  to  exist  among  the  domestic  dependents  of  overseas 
Chinese . In  another  more  important  sense,  the  directive  was  designed 
to  promote  the  investment  of  remittances  in  provincial  economic  activi¬ 
ties.  In  the  document,  the  Kwangtung  authorities  directed  the  domestic 
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dependents  to  invest  in  a  wide  variety  of  provincial  enterprises.  In 
other  words,  the  January  1951  directive  was  intended  to  encourage  the 
overseas  Chinese  to  send  family  remittances,  a  portion  of  which  the 
domestic  dependents  were  asked  to  treat  as  investment  remittances.  In 
this  respect,  the  provincial  government  had  anticipated,  over  a  year 
in  advance,  the  State  Council  directive  concerning  the  investment  of 
remittances,  as  well  as  Ho  Hsiang-ning ' s  related  appeal  to  the  domestic 
dependents , 

The  effort  of  the  provincial  authorities  to  maintain  a  high 

level  of  overseas  remittances  was  adversely  affected  by  the  initiation 

of  the  land  reform  movement  in  Kwangtung.  Following  the  promulgation 

of  the  Agrarian  Reform  Law  in  June  1950,  preliminary  investigations  of 

the  major  high  density  domestic  dependent  centres  were  undertaken  and 

111 


completed  in  Kwangtung  towards  the  end  of  1950 


These  investiga¬ 


tions  were  prompted  by  the  fact  that  the  domestic  dependents  and  their 

relatives  abroad  held  approximately  one-fifth  of  all  the  land  in 
112 


Kwangtung. 


Although  the  provincial  Land  Reform  Committee  may  have 


had  hopes  of  an  early  resolution  of  questions  regarding  methods  of 

dealing  with  overseas  land-holdings,  such  questions  proved  to  be  some 
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of  the  most  sensitive  encountered  by  the  Committee. 

The  basic  approach  to  overseas  Chinese  and  domestic  dependent 
landholdings  was  described  by  Fang  Fang,  Third  Secretary  of  the  South 
China  Sub-Bureau  and  Vice-Chairman  of  Kwangtung,  in  an  address  to  the 
First  Kwangtung  Provincial  Conference  of  Representatives  of  All  Circles, 
held  in  Canton  from  October  5-16,  1950.  Referring  to  overseas  Chinese 
land  ownership  as  a  "complicated  issue".  Fang  Fang  indicated  that  the 
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provincial  government  had  studied  the  question  thoroughly  and  had 
determined  that  it  required  "special  attention  and  concrete  policies." 
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In  this  respect,  the  Land  Reform  Committee  concentrated  for  the  most  part 
on  problems  related  to  the  distribution  of  land  among  the  domestic  de¬ 
pendents.  However,  there  were  implications  for  the  maintenance  of  a 
high  level  of  remittances.  Both  the  provincial  and  central  land  reform 
regulations  had  made  provision  that  dependents  who  received  regular 

remittances  were  to  be  allotted  less  land  than  the  average  or  none  at 
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all. 


In  addition,  resistance  to  land  reform  stiffened  among  depend¬ 


ents  in  Kwangtung  because  their  class  status  was  being  determined  by 
basic-level  cadres  who  based  their  decisions  on  the  amount  of  remit¬ 


tances  received 
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Evidently,  neither  the  provincial  nor  the  central 


authorities  had  anticipated  that  discrimination  against  those  receiving 
remittances  would  result  in  a  contraction  of  funds  destined  for 
Kwangtung.  The  increasingly  radical  mood  at  the  time  tends  to  suggest 
that  revolutionary  fervor  had  surpassed  pragmatic  considerations;  the 

effect  of  a  harsh  line  in  land  reform  on  the  receipt  of  remittances  was 
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a  secondary  question  at  best. 

Because  the  receipt  of  remittances  affected  one's  class  status 
and  hence  one's  entitlement  to  landholding,  there  were  long-term  im¬ 
plications  from  the  perspective  of  the  dependents.  There  were  several 
alternatives  available  to  dependents  seeking  to  avoid  the  label,  as 
well  as  the  consequences  of  an  unacceptable  class  status.  For  example, 
remittances  could  be  terminated,  reduced,  or  sent  into  Kwangtung  through 
questionable  and  usually  illegal  channels. 

In  addition,  the  land  reform  movement  provided  grand  opportuni¬ 
ties  for  the  theft  or  appropriation  of  remittances  by  corrupt  as  well 
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over-zealous  cadres.  The  overall  effect  was  to  undermine  the  credi¬ 
bility  of  the  provincial  authorities  both  with  the  respect  to  safe¬ 
guarding  remittances  from  interference,  and  to  protecting  the  inter¬ 
ests  of  domestic  dependents.  In  some  cases,  overseas  Chinese  communi¬ 
ties  expressed  their  dissatisfaction  and  sought  reassurances  from  the 
provincial  authorities.  The  Chinese  in  Hong  Kong,  the  principal 
source  of  remittances  destined  to  Kwangtung,  demanded  changes.  The 
Hong  Kong  Chinese  Chamber  of  Commerce  considered  that  the  problem  of 
remittance  extortion  in  Kwangtung  required  immediate  rectification. 

The  Chamber  of  Commerce  sent  a  telegram  to  Yeh  Chien-ying,  Chairman 
of  the  Kwangtung  government,  requesting  that  fear  tactics  be  stopped, 

known  cases  investigated,  and  the  mistakes  corrected  to  appease  the 

•  118 
overseas  Chinese. 

As  long  as  the  priority  was  with  agrarian  reform,  however,  the 
effects  of  discrimination  and  abuse  on  remittance  volume  were  not  re¬ 
garded  as  an  important  issue.  It  was  to  be  expected  that  once  land 
reform  had  been  concluded,  and  priority  accorded  to  rehabilitation 
and  expansion  of  the  provincial  economy,  efforts  would  be  renewed  to 
counteract  the  loss  of  remittances  as  a  source  of  provincial  develop¬ 
ment  revenue.  By  February  1953,  the  Land  Reform  Committee  had  com¬ 
pleted  an  investigation  of  the  reactions  and  problems  resulting  from 
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the  movement  in  Kwangtung.  In  part,  the  committee's  findings  re¬ 

vealed  that  the  domestic  dependents  who  received  overseas  remittances 
were  prudently  concealing  the  fact.  This  situation  was  undesirable 
for  it  invited  smuggling  and  other  surreptitious  activities  preventing 
accurate  accounting.  More  importantly,  it  threatened  the  provincial 
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economy  through  a  loss  of  foreign  exchange  and  readily  available  in¬ 
vestment  funds.  In  fact,  the  committee's  investigation  found  that  the 
peasants  in  general  were  spending  their  money  on  their  personal  welfare 
rather  than  investing  in  production.  The  report  recommended  that  the 
available  capital  be  concentrated  upon  production.  Apparently,  it  was 
necessary  to  do  more  than  acquire  their  general  political  support  if 
domestic  dependents  were  to  invest  in  production.  In  order  that  re¬ 
mittances  were  visible  and  publicly  available,  the  provision  of  some 
assurances  or  protection  to  remittances,  so  that  infringements  and 
coercion  would  not  be  used  to  extract  funds  from  the  dependents ,  was 
there  fore  desirab le . 


Two  months  later,  in  April  1953,  the  Kwangtung  government 

announced  the  completion  of  agrarian  reform  and  the  switch-over  to 
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production.  Production  entailed  generating  and  allocating  revenues 

for  investment  in  economic  undertakings.  Accordingly,  if  the  provin¬ 
cial  government  had  any  intention  of  renewing  efforts  to  attract  over¬ 
seas  remittances  to  Kwangtung,  then  it  would  have  been  acted  on  after 

April  1953.  The  introduction  of  preferential  measures  for  domestic 
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dependents  in  Kwangtung  appears  to  have  begun  in  June-July  1953. 

Specifically,  the  provincial  government  decided  to  institute  a  limited 

program  for  the  domestic  dependents  in  order  to  correct  and  counteract 
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the  errors  and  excesses  committed  during  land  reform. 

Most  notably,  the  government  undertook  to  protect  overseas 

remittances  fully  after  land  reform,  as  opposed  to  partially,  if  at 

123 

all,  during  land  reform.  The  provincial  authorities  admitted  that 

remittances  had  been  infringed  upon  in  the  past.  Although  they 
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indicated  that  remittances  should  be  used  for  production,  the  provin¬ 
cial  authorities  had  taken  the  unprecedented  step  of  guaranteeing  the 

right  of  the  dependents  to  own  and  use  remittances  with  relative  free- 
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dom  from  interference.  In  addition,  the  decision  accommodated  to 

some  extent  the  interests  of  the  provincial  governmental  groups  direct¬ 
ly  concerned  with  local  development  and  education.  This  was  achieved 
inasmuch  as  the  provincial  remittance  protection  decision  was  intended 
to  encourage  the  overseas  Chinese  to  continue  sending  funds  to  their 
dependents  in  Kwangtung. 

The  provincial  decision  was  not  highly  successful  in  promoting 
overseas  remittances.  The  volume  of  remittances  destined  for  Kwangtung 
did  not  increase  after  the  decision  was  made.  Compared  with  1953,  the 
total  amount  of  remittances  sent  to  Kwangtung  in  1954  dropped  by  almost 
8.8  per  cent,  or  just  over  $2  million  (U.S.).  In  effect,  the  decision 
had  not  maintained  or  increased  the  level  of  remittances.  However, 
the  decision  may  have  prevented  further  large  drops  in  the  level,  such 
as  those  experienced  during  the  land  reform  in  1952  and  1953.  The 
overall  drop  probably  reflected  a  decrease  in  the  volume  of  both 
family  and  investment  remittances.  As  regards  investment  remittances, 
involved  provincial  authorities  attributed  low  receipts  to  certain 
reservations  on  the  part  of  the  overseas  Chinese.  Presumably,  some  of 
their  reservations  also  generally  applied  to  family  remittances.  If 
so,  at  least  some  provincial  officials  believed  that  the  overseas 
Chinese  were  reluctant  to  remit  funds  because  the  guarantee  of  remit¬ 
tance  protection  was  made  by  the  provincial  rather  than  the  central 
government.  The  provincial  guarantee  had  not  been  publicly  supported 


* 
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by  the  central  authorities .  Regardless  of  the  intentions  of  the 
provincial  government,  the  guarantee  of  remittance  protection  was  more 
symbolic  than  real.  The  provincial  decision  was  subject  both  to  re¬ 
view  at  the  provincial  level  and  invalidation  at  the  discretion  of 
the  responsible  central  authorities.  Until  such  time  as  the  central 
government  recognised  and  legitimated  the  provincial  decision,  by 
entrenching  it  in  a  national  level  policy,  the  provincial  authorities 
alone  were  responsible  for  its  enforcement  and  termination. 

Just  prior  to  the  opening  of  the  enlarged  OCAC  conference  in 

November  1953,  Ku  T'a-t'sun  delivered  a  report  to  the  5th  enlarged 

session  of  the  2nd  Consultative  Committee  of  the  Kwangtung  Provincial 
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Conference  of  All-Circles .  Ku  put  forward  in  his  report  what  was 

apparently  the  provincial  position  on  overseas  Chinese  affairs.  The 
position  he  presented  probably  reflected  the  one  advocated  by  the 
Kwangtung  component  at  the  enlarged  OCAC  conferences  in  November  1953 
and  July  1954.  Ku  began  by  pointing  out  the  numerical  predominance  of 
the  Kwangtungese  among  the  overseas  Chinese  and  the  substantial  number 
of  dependents  inhabiting  the  province .  He  indicated  that  the  central 
task  of  overseas  Chinese  affairs  was  mobilising,  organising,  and  assist¬ 
ing  the  dependents  to  develop  agricultural  production.  The  provincial 
government  had  determined  therefore  to  protect  remittances.  However, 
if  the  inflow  of  remittances  was  to  be  maintained  at  a  high  level, 
confidence  apparently  would  have  to  be  restored  among  the  overseas 

Chinese  through  a  display  of  the  security,  tolerance,  and  material 
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well-being  enjoyed  by  the  domestic  dependents.  Accordingly,  Ku 

pointed  out  that  it  was  essential  to  provide  assistance  to  the 
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dependents,  especially  the  returned  and  refugee  overseas  Chinese  in 

finding  employment,  entering  schools,  and  investing  their  capital  in 
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construction.  In  this  respect,  confidence  could  be  restored  among 

the  overseas  Chinese  and  their  dependents  by  promulgating,  at  the 
national  level,  a  state  policy  of  remittance  protection. 

Power  Resources 

The  Kwangtung  OCAC  had  several  resources  with  which  to  influence 
decision-making  in  the  central  OCAC.  Among  the  significant  resources 
were  provincial  leadership  support,  absence  of  effective  provincial 
Party  control  and  hence  weak  opposition,  provincial  expertise  in  over¬ 
seas  Chinese  affairs,  and  the  concentration  of  dependents  in  Kwangtung. 
Each  of  these  is  considered  in  this  section. 

A  resource  of  considerable  value  was  the  existence  of  support 
among  the  provincial  leadership  for  more  lenient  treatment  of  the 
domestic  dependents.  Having  committed  Kwangtung  to  a  program  of  local 
economic  development,  T'ao  Chu  and  his  associates  had  to  rely  primarily 
on  local  sources  of  investment  funds.  Consequently,  the  provincial 
leadership  was  inclined  to  favor  proposals  which  generated  local 
development  capital,  including  remittance  protection.  T'ao  was 
familiar  with  living  conditions  among  the  domestic  dependents,  and  had 

personally  overseen  the  land  reform  movement  among  them  in  Central 
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Kwangtung.  This  experience  probably  gave  him  an  appreciation  of 

the  need  to  ensure  that  the  dependents  were  protected  from  arbitrary 
infringements  upon  their  remittances  and  other  sources  of  income .  In 
this  regard,  it  is  significant  that  T'ao  favored  more  lenient  treat¬ 
ment  of  the  sources  of  income  of  domestic  dependents  in  Kwangtung. 
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For  example,  addressing  an  enlarged  conference  of  the  South  China 

Sub-bureau  on  October  20,  1952,  T'ao  noted  that  during  the  latest  — 

and  most  radical  --  stage  of  land  reform  there  had  been  serious 

deviations.  In  his  view,  "the  most  serious  of  these  have  been  found 

in  the  task  in  calling  in  surplus  grain  stocks,  in  which  we  have  not 

given  adequate  attention  to  the  protection  of  industrialists  and 
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merchants  and  overseas  Chinese  [dependents]".  Moreover,  T'ao 

pointed  out  that  domestic  dependent  landlords  were  not  to  be  coerced, 
as  they  apparently  had  been  in  the  past,  into  requesting  financial 
assistance  from  overseas  to  meet  the  levies  against  them  in  land  re¬ 
form.  Evidently,  T'ao  and  his  associates  recognised  that  the  local 
development  program  could  be  jeopardised  if  remittance  protection  and 
similar  special  measures  for  the  domestic  dependents  were  not  forth¬ 
coming.  In  fact,  in  1956  T'ao  Chu  said  that  "with  reference  to  over¬ 
seas  Chinese  affairs  work  ...  if  this  work  was  not  done  properly  in 
Kwangtung,  then  all  work  in  the  province  could  not  be  said  to  have 
been  done  well."'*'^^ 

Parenthetically,  T'ao's  support  for  leniency  toward  the  depend¬ 
ents  had  added  significance  due  to  his  relationship  with  certain 
authorities  in  the  national  government.  Originally  directed  to  com¬ 
plete  land  reform  in  the  province,  T'ao  Chu  had  arrived  in  Kwangtung 
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with  the  personal  support  of  Mao  Tse-tung.  Mao's  support  presumably 

extended  to  T'ao's  overall,  general  direction  of  the  province.  Con¬ 
sidered  a  loyal  and  responsive  leader,  oriented  toward  the  centre, 

T'ao  was  in  a  position  to  act  more  freely,  less  constrained  by  his 

previous  decisions  and  unhampered  by  the  consequences  of  openly  dis¬ 
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agreeing  with  his  superiors . 
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Another  important  resource  was  the  absence  of  significant  oppo¬ 
sition  to  remittance  protection  in  Kwangtung's  Party  apparatus.  If 
the  provincial  Party  apparatus  had  had  the  organisational  strength, 

then  a  concern  for  the  equitable  distribution  of  wealth  and  oppor- 
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tunity  in  society  would  have  been  an  important  consideration. 
Specifically,  if  dependents  were  allowed  to  keep  and  use  their  remit¬ 
tances,  then  they  would  enjoy  a  relatively  better  standard  of  living 
than  did  the  general  population.  It  was  conceivable  that  the  injection 
of  ideological  considerations  would  have  moderated,  perhaps  to  a  sig¬ 
nificant  degree,  the  emphasis  placed  on  acquiring  investment  funds 
from  remittance  transactions.  Conversely,  the  relative  weight  of 
basic  economic  interests  would  have  been  greater  in  the  absence  of  a 
moderating  Party  influence  on  the  involved  groups . 

Significantly,  Party  control  in  the  Kwangtung  government  was 
very  weak,  and  virtually  absent  in  many  key  departments.  Ou  Meng-chueh, 
Vice-Director  of  the  South  China  Sub-bureau's  Organisation  Department 
pointed  out  in  September  1952  that  in  some  departments  of  the  Kwangtung 

government,  Party  members  constituted  only  6  to  10  per  cent  of  the 
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entire  working  personnel.  In  addition.  Party  members  in  other  de¬ 

partments  were  "backward  in  thought  and  faulty  in  their  style  of  work", 
and  in  the  remaining  departments  purges  of  Party  members  during  the 
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three  anti-campaigns  had  left  vacancies  which  remained  to  be  staffed. 
Both  the  inadequate  number  of  Party  members  and  their  limited  qualifi¬ 
cations  had  resulted  in  a  situation  existing  in  government  departments 
such  that  "the  Party  branches  find  it  impossible  to  keep  themselves 
in  wide  contact  with  the  masses,  and  exert  the  necessary  effects  as 
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bastions  of  the  Party".  A  year  later  T'ao  Chu  admitted  that  Party 

work  was  still  weak  in  the  financial  departments  and  those  concerned 
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with  economic  construction  in  general .  He  warned  that  unless  these 

departments  received  strong  Party  leadership  they  would  come  to  dis¬ 
regard  Party  influence  and  eventually  detach  themselves  completely 
from  Party  leadership.  Specifically,  the  financial  interests  of 

economically  oriented  departments  would  take  precedence  over  political 
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work  and  promulgated  policy.  Thus,  the  saliency  of  the  interests 

of  the  bureaucratic  groups  in  Kwangtung  in  part  reflects  the  inability 
of  the  provincial  Party  organs  to  provide  vigorous  leadership  over  the 
government  prior  to  1954-1955.  Consequently,  the  bureaucratic  groups 
responsible  for  planning  and  executing  the  province's  economic  develop¬ 
ment  plans  were  not  concerned  with  the  ideological  implications  of 
remittance  protection.  The  involved  groups  did  not  view  the  question 
of  remittance  protection  as  being  anything  other  than  a  basic  economic 
matter.  Thus,  the  economic  interests  of  the  provincial  government 
departments,  with  respect  to  remittance  protection,  could  be  advanced 
to,  and  aggregated  by,  the  Kwangtung  OCAC  without  significant  modifica¬ 
tion. 

Third,  the  Kwangtung  authorities  possessed  relevant  information 
and  experience  in  the  area  of  overseas  Chinese  affairs.  Because  of 
the  concentration  of  domestic  dependents  in  the  province,  the  Kwangtung 
OCAC  had  had  considerable  experience  promoting  overseas  remittances. 

In  the  course  of  these  efforts,  the  provincial  OCAC  had  generated 
information  which  could  be  used  to  identify  a  more  effective  approach 
to  the  question  of  remittance  promotion.  For  example,  the  results  of 


. 
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various  preferential  measures  introduced  by  the  provincial  government 
after  April  1953  would  seem  to  be  basic  to  any  argument  employed  by 
the  Kwangtung  OCAC  representatives  if  they  were  to  establish  remit¬ 
tance  protection  as  a  centrally  sanctioned  general  policy.  As  an  area 
in  which  to  test  the  effects  of  remittance  measures,  Kwangtung  was 
well  suited  to  experimentation.  The  large  population  of  domestic 
dependents,  the  traumatic  experience  of  a  radical  land  reform,  and  the 
associated  contraction  in  remittances  provided  the  elements  necessary 
to  evaluate  the  impact  of  various  measures.  The  preferential  measures 
implemented  by  the  provincial  government,  including  remittance  pro¬ 
tection,  could  be  taken  as  a  general  and  significant  indicator  of  the 
efficacy  of  such  an  approach  to  promoting  remittances,  as  well  as 
political  support  and  cooperation  among  the  dependents.  On  this  basis, 
provincial  OCAC  officials,  by  the  time  of  the  July  1954  OCAC  confer¬ 
ence,  were  in  a  position  to  argue  that  successful  remittance  promotion 
entailed  a  national  level  commitment  to  remittance  protection. 

Accepting  the  Kwangtung  claim  entailed  no  obvious  costs  which 
would  have  had  to  have  been  assumed  by  the  central  OCAC.  Ultimately, 
it  was  at  the  basic  level  that  remittance  protection  would  succeed  or 
fail,  and  at  that  level  the  Kwangtung  OCAC  would  carry  the  burden  of 
responsibility.  Similarly,  it  was  the  Kwangtung  government  which 
would  absorb  the  costs  of  processing  and  delivering  remittances.  In 
this  sense,  a  national  level  decision  on  remittance  protection  was 
essentially  a  symbolic  output.  The  central  OCAC  could  have  denied  the 
need  for  a  long-term  commitment  to  remittance  protection.  However,  if 
the  Kwangtung  authorities  were  correct,  and  the  central  OCAC  refused 
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to  support  a  policy  of  remittance  protection,  then  the  provincial 
economy,  partially  dependent  upon  remittances,  would  have  been  in  a 
potentially  serious  situation. 

Finally,  the  Kwangtung  interest  groups  had  a  fundamental  fact 
working  in  their  favor:  the  domestic  dependents  are  overwhelmingly 
concentrated  in  Kwangtung.  In  an  important  sense,  the  central  OCAC 
was  a  national  commission  in  name  only,  because  the  central  OCAC  was 
strongly  oriented  toward  the  concerns  expressed  by  the  provincial 
authorities  in  South  China.  This  concentration  upon  a  single  region 
was  due  to  the  fact  that  65  per  cent  of  the  overseas  Chinese  originated 
in  Kwangtung  and  30  per  cent  in  Fukien.  If  the  demands  expressed  by 
the  Kwangtung  and  Fukien  authorities  had  not  been  acted  upon,  then  the 
central  OCAC  would  have  been  ignoring  its  primary  task  environment. 

If  overseas  Chinese  affairs  work  in  these  provinces  had  been  neglected, 
the  OCAC  bureaucracy  would  have  ground  to  a  virtual  halt.  Though 
Fukienese  interests  in  overseas  Chinese  affairs  were  not  insignificant, 
it  largely  fell  to  the  Kwangtung  OCAC  to  aggregate  and  represent  the 
interests  of  the  majority  of  the  domestic  dependents  in  China,  the 
governmental  groups  implicated  in  overseas  Chinese  affairs,  and,  to 
some  extent,  the  overseas  Chinese  themselves.  Thus,  the  fact  that 
Kwangtung  was  the  home  province  of  the  majority  of  overseas  Chinese 
and  their  dependents  suggests  that  the  views  of  Kwangtung  officials 
with  respect  to  all  aspects  of  overseas  Chinese  policy  were  not  taken 
lightly  by  central  OCAC  decision-makers.  That  this  was  the  case  can 
be  illustrated  by  examining  Kwangtung 's  access  to  the  central  OCAC. 
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Access 

Because  the  domestic  dependents  were  so  heavily  concentrated  in 
Kwangtung,  one  would  expect  that  fact  to  be  reflected  in  access  to  the 
central  OCAC.  In  this  section  evidence  of  organisational  access  and 
overlapping  memberships  is  discussed.  In  addition,  related  supporting 
evidence  bearing  on  Kwangtung's  influence  in  the  OCAC  is  considered. 

Organisational  Access 

The  provincial  level  branches  of  the  OCAC  were  responsible  for 
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the  direction  of  all  overseas  Chinese  affairs  work  in  a  province. 

This  suggests  that  with  respect  to  overseas  Chinese  affairs  work,  the 

Kwangtung  provincial  OCAC  was  the  key  centre  of  interest  aggregation 

for  subprovincial  bureaucratic  groups ,  involved  bureaucratic  groups 

at  the  provincial  level,  and  for  concerned  societal  groups  in  the 

province  at  large.  If  so,  the  provincial  branch  was  a  principal  source 
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of  interest  articulation  to  the  central  OCAC. 

Organisational  access  to  the  central  OCAC  was  biased  toward 

Kwangtung  and  Fukien  prior  to  1955.  Before  1955,  provincial  level 

branches  of  the  OCAC  had  been  established  only  in  Kwangtung  and  Fukien. 

Provinces  with  substantially  smaller  populations  of  dependents  did  not 
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establish  OCAC  branches  until  1955  or  later.  Provinces  with  smaller 

dependent  populations  may  have  had  an  interest  in  remittance  protection, 
but  the  absence  of  provincial  level  OCAC  branches  suggests  that  over¬ 
seas  Chinese  affairs  was  not  a  priority  in  such  provinces  at  the  time 
of  the  1955  decision.  On  organisational  grounds,  therefore,  the  chief 
subnational  input  to  the  1955  remittance  policy  would  have  originated 
with  the  Kwangtung  and  Fukien  OCAC  branches. 
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The  organisational  access  possessed  by  Kwangtung  and  Fukien 
was  bolstered  in  two  significant  ways.  First,  in  recruiting  cadres 
the  central  OCAC  preferred  Kwangtung  natives.  This  enhanced  the 
central  OCAC's  orientation  toward  the  province.  As  a  result,  the 
dominance  of  Kwangtung  natives  in  the  central  OCAC  was  ensured  and 
perpetuated.  Of  the  50  members  appointed  to  the  1st  OCAC,  19  (38%) 
were  identified  by  their  province  of  origin.  Kwangtung  natives  ac¬ 
counted  for  57.9%  of  these;  Fukien  natives  accounted  for  31.6%;  only 
10.5%  were  natives  of  other  provinces.  Thus,  Kwangtung  and  Fukien 

natives  accounted  for  nearly  90%  of  the  members  who  were  identified 
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in  the  1st  OCAC.  The  dominance  of  Kwangtung  natives  also  is  re¬ 

flected  in  criticism  of  the  OCAC  which  occurred  during  the  Cultural 
Revolution.  In  1967,  revolutionary  rebels  in  the  OCAC  criticised 
Fang  Fang,  Vice-Chairman  of  the  central  OCAC,  and  a  native  and  former 
Vice-Chairman  of  Kwangtung.  In  particular.  Fang  Fang  was  criticised 
for  appointing  only  his  relatives  to  OCAC  positions,  for  turning  the 

OCAC  into  his  own  "independent  kingdom",  and,  hence,  for  determining 
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OCAC  policies.  The  dominance  of  Kwangtung  natives  in  the  OCAC  in¬ 

creased  the  likelihood  that  decisions  taken  by  the  organisation  would 
be  compatible  with  relevant  provincial  interests. 

In  addition  to  selective  provincial  recruitment,  Kwangtung  and 
Fukien  were  favored  as  locales  for  giving  OCAC  leadership  cadres  prac¬ 
tical  experience  in  overseas  Chinese  affairs  work.  This  is  indicated 

in  two  ways.  First,  OCAC  work  conferences  were  held  in  Kwangtung  and 
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Fukien  rather  than  in  Peking.  This  put  a  premium  on  policy  pro¬ 

posals  which  had  been  generated  on  the  basis  of  actual  experience  in 
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these  provinces.  Second,  before  1958,  investigation  teams  composed 

of  leading  members  of  the  central  OCAC  made  periodic  visits  to  these 
provinces.  Beginning  in  1958,  these  inspections  were  institutional¬ 
ised.  Leadership  cadres  in  the  central  OCAC  with  the  rank  of  depart¬ 
ment  head  and  above  rotated  each  year  between  the  central  OCAC  and  the 

...  .  146 

provincial  OCAC  organisations  in  Kwangtung  and  Fukien.  As  a  result, 

leadership  cadres  in  the  central  OCAC  became  acquainted  with  their 
counterparts  in  Kwangtung  and  Fukien,  and  deepened  their  understanding 
of  provincial  OCAC  interests  in  these  two  jurisdictions.  As  indicated 
earlier,  to  the  extent  that  the  OCAC  leadership  was  influenced  by  a 
perspective  other  than  a  national  one,  that  perspective  reflected  con¬ 
ditions  which  existed  chiefly  in  Kwangtung  and  Fukien. 

Overlapping  Membership 

Of  the  50  members  appointed  to  the  1st  OCAC,  14  (28%)  who  held 
concurrent  posts  at  the  subnational  level  were  identified  by  name  and 
position.  The  distribution  of  overlapping  memberships  at  the  sub¬ 
national  level  for  the  identified  OCAC  members  was:  Kwangtung,  35.7%; 
Fukien,  14.3%;  and  other  areas,  50%.  Reflecting  the  findings  concern¬ 
ing  native  province,  7  of  14  identified  held  concurrent  memberships  in 
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Kwangtung  and  Fukien. 

Apart  from  having  substantial  numerical  representation  in  the 
1st  OCAC,  the  members  from  Kwangtung  held  senior-level  positions  in 
provincial  groups  which  had  an  interest  in  remittances.  Represented 
in  the  1st  OCAC  were:  the  principal  overseas  Chinese  investment 
companies  in  Kwangtung,  at  the  provincial  and  municipal  levels;  the 
provincial,  municipal,  and  district  level  Returned  Overseas  Chinese 


. 
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Associations  (ROCA's) ;  and  the  Canton  Federation  of  Industry  and 
149 


Commerce . 


Finally,  the  Kwangtung  members  of  the  1st  OCAC  with  over¬ 


lapping  memberships  in  economic  interest  groups  were  also  members  of 


the  Kwangtung  OCAC  branches  at  the  provincial,  municipal,  and  district 


levels . 
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It  may  be  assumed  that  the  other,  unidentified  Kwangtung 


representatives  in  the  central  OCAC  also  had  similar  overlapping 
memberships  in  provincial  groups  with  specific  fields  of  interest 
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It  should  be  noted  that  the  interests  represented  by  these  overlapping 
memberships  were  not  functionally  incompatible,  but  tended  to  be 
highly  complementary  and  convergent  in  the  context  of  the  question  of 
remittances.  This  characteristic  of  the  overlapping  memberships 
tended  to  enhance  the  possibility  of  successfully  influencing  decision¬ 


making. 


Parenthetically,  the  variety  of  groups  with  access  to  the 

decision-making  centre  was  replicated  in  the  provincial  level  OCAC  and 

its  lower  level  branches.  For  example,  Teng  Wen-chao  was  not  only  a 

member  of  the  Kwangtung  OCAC,  but  was  also  Chairman  of  the  South  China 

Enterprise  Company,  and  Deputy  Director  of  the  Kwangtung  Trade  and 

Commercial  Departments.  Wang  Yuan-hsing,  Deputy  Director  of  the 

Canton  Overseas  Chinese  Affairs  Bureau,  was  General  Manager  of  the 

Kwangtung  Overseas  Chinese  Industrial  Construction  Company,  and  a 

leading  member  of  the  Canton  ROCA.  Wang  was  also  appointed  to  the  2nd 
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OCAC  in  1957.  Thus,  key  provincial  groups  with  an  interest  in 

remittances  had  access  to  the  provincial  OCAC.  Through  the  shared 
membership  mechanism,  they  also  had  access  to  the  authoritative 


decision-making  centre  in  the  central  OCAC,  which  provided  an  oppor¬ 


tunity  to  influence  policy  formulation. 
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Interests ,  Access  and  Policy 

The  analysis  of  access  indicates  that  Kwangtung  was  well 
represented  in  the  1st  OCAC.  However,  even  with  its  apparent  numeric¬ 
al  superiority,  the  support  of  representatives  from  other  provinces 
probably  would  be  necessary  in  order  to  shape  policy  formulation  suc¬ 
cessfully.  By  virtue  of  its  significant  representation,  the  most 
likely  provincial  ally  was  Fukien.  If  the  interests  of  both  provinces 
were  compatible,  then  the  Kwangtungese  and  Fukienese  representatives 
could  dominate  policy  deliberations  and  thus  influence  the  OCAC  toward 
a  decision  favorable  to  their  common  interests. 

There  can  be  no  doubt  that  with  respect  to  the  remittance  issue, 
Fukien  shared  Kwangtung' s  interest  in  remittance  protection.  As  in 
Kwangtung,  any  decline  in  remittances  to  Fukien  had  automatic  reper¬ 
cussions  throughout  the  provincial  economy .  to  organise  and  pro¬ 

mote  remittances,  the  Fukien  government  set  up  an  office  in  charge  of 
organising  the  Fukien  Investment  Company  on  December  15,  1951.  Prep¬ 
arations  were  made  by  the  provincial  government  in  conjunction  with 
industrialists  and  merchants  in  Fukien  and  overseas.  Aimed  at  acquir¬ 
ing  capital  for  the  establishment  of  new  enterprises  and  the  rehabil¬ 
itation  of  existing  ones,  the  Fukien  Investment  Company  was  capital¬ 
ised  by  the  provincial  government  (30%)  and  private  investors  (70%) . 

By  the  time  the  Investment  Company  was  officially  opened  for  business 

on  July  20,  1952,  the  Fukien  government  had  promulgated  preferential 
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measures  in  respect  to  overseas  investment  remittances. 

Not  only  were  remittances  an  interest  shared  by  Kwangtung  and 
Fukien,  but  the  Kwangtung  and  Fukien  authorities  also  had  the  means  to 
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exchange  views  and  determine  a  joint  position  on  the  issue.  Concerning 

inter-provincial  cooperation,  Fitzgerald  points  out  that  "on  particular 

problems  which  require  coordinated  planning,  like  resettlement,  they 

occasionally  hold  inter-provincial  conferences;  and  between  the 

provincial  committees  in  Kwangtung  and  Fukien  at  least  there  appears 
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to  have  been  a  formal  channel  for  regular  consultation."  In  addi¬ 

tion,  inter-provincial  access  may  have  furthered  discussion  and  deter¬ 
mination  of  joint  action  in  the  OCAC  to  promote  regional  interests. 

In  this  regard,  it  is  noteworthy  that  some  inter-provincial  efforts 
apparently  were  directed  at  promoting  remittances.  Huang  Chang-shui, 
Vice-Mayor  of  Canton,  was  involved  in  the  efforts  of  Kwangtung  and 
Fukien  to  establish  investment  companies  and  enterprises  with  overseas 
Chinese  financing.  For  example,  in  the  early  1950's,  Huang  was  Chair¬ 
man  of  the  Boards  of  Directors  of  both  the  Canton  and  the  Fukien  Over- 
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seas  Chinese  Investment  Companies. 

The  evidence  suggests  that  remittances  and  efforts  to  protect 
them  were  a  matter  of  concern  in  both  Kwangtung  and  Fukien.  It  could 
be  expected  that,  in  the  OCAC,  the  representatives  of  these  two 
provinces  would  act  in  concert  when  the  issue  was  raised.  The  analysis 
of  access  indicates  that  if  these  two  provinces  formed  an  inter-provin¬ 
cial  coalition  within  the  central  OCAC,  then  they  could  dominate  policy 
deliberations  and  have  a  significant  influence  on  the  decision  eventu¬ 
ally  taken. 

On  questions  of  overseas  Chinese  policy,  the  interests  and 
priorities  of  Kwangtung  and  Fukien  were  not  necessarily  the  same  as 
those  held  by  other  areas.  To  the  extent  that  conflicting  provincial 
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interests  and  priorities  vied  for  the  attention  and  resources  of  the 

OCAC,  the  exercise  of  political  influence  within  the  OCAC  determined 

which  interests  were  accommodated  in  policy  outputs .  If  Kwangtung  and 

Fukien  had  exercised  an  important  influence  on  OCAC  decisions,  then 

their  interests  would  have  been  accommodated  to  a  far  greater  extent 

than  those  of  other  areas.  Consequently,  those  who  had  not  been  as 

effective  in  shaping  policy  to  meet  their  particular  interests  would 

have  had  reason  to  protest  strongly  the  influence  of  Kwangtung  and 

Fukien  in  the  OCAC.  There  is,  in  fact,  evidence  to  suggest  that  the 

dominance  of  Kwangtung  and  Fukien  in  the  OCAC  had  important  policy 

consequences.  At  the  First  Plenary  Session  of  the  2nd  OCAC  held  in 

Peking  in  November,  1957,  Meng  Fang-chun,  Director  of  the  Office  of 

Overseas  Chinese  Affairs  in  Shanghai,  "criticised  the  Overseas 

Chinese  Affairs  Commission  for  overemphasizing  overseas  Chinese  work 

in  the  important  overseas  Chinese  districts  in  Kwangtung  and  Fukien 

and  neglecting  or  paying  little  attention  to  other  provinces  and 

municipalities  with  a  fewer  number  of  returned  overseas  Chinese.  He 
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demanded  that  this  attitude  be  changed." 

Even  though  areas  with  smaller  populations  of  dependents  were 
dissatisfied  with  the  predominance  of  Kwangtung  and  Fukien  in  the 
central  OCAC,  the  evidence  suggests  that  the  OCAC  continued  to  stress 
the  interests  of  the  latter  two  provinces.  Compared  to  their  repre¬ 
sentation  in  the  1st  OCAC,  in  which  Kwangtung  and  Fukien  held  about 
50%  of  the  seats,  that  in  the  3rd  OCAC  appointed  ten  years  later  was 
virtually  unchanged.  Appointed  in  1959,  membership  in  the  3rd  OCAC 
revealed  an  apparent  deterioration  in  the  majority  position  of  Kwangtung 
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members  (34.4%),  and  a  slight  increase  of  Fukien  members  (17.2%). 
Although  the  redistribution  of  OCAC  seats  may  have  reduced  Kwangtung's 
direction  and  control  of  deliberations  to  some  extent,  Kwangtung  and 
Fukien  members  continued  to  be  predominant  in  the  organisation,  com¬ 
pared  to  the  representation  given  to  other  areas.  This  assured  that 

serious  consideration  would  continue  to  be  given  to  the  interests  of 
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Kwangtung  and  Fukien. 

Moreover,  it  is  noteworthy  that  at  least  some  central  OCAC 
members  were  predisposed  to  support  the  advocates  of  remittance  pro¬ 
tection.  Specifically,  a  number  of  members  in  the  central  OCAC  were 
sponsors  and  may  have  been  shareholders  in  certain  investment  companies 
and  enterprises  which  relied  upon  overseas  remittances.  For  example, 
the  New  Overseas  Chinese  Development  Company,  later  renamed  the  South 

China  Enterprise  Company,  began  soliciting  investments  from  overseas 
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in  early  1951. 
real  estate  and  hotel  business. 


Initially,  the  company  concerned  itself  with  the 
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In  October  1951,  Teng  Wen-chao, 


Chairman  of  the  Board  of  Directors  of  the  South  China  Enterprise  Com¬ 
pany,  as  well  as  being  Deputy  Director  of  the  Kwangtung  Trade  and 
Commercial  Departments,  and  some  associates  journeyed  to  Peking  seek¬ 
ing  financial  support  for  one  of  the  company's  earliest  projects, 
building  a  large  hotel  in  Peking."*"^  In  addition  to  the  money  raised 
among  the  Hong  Kong  and  Macau  Chinese,  Teng  was  able  to  persuade 
certain  Peking  municipal  and  central  government  organisations  to  in- 
vest  in  the  project.  The  central  OCAC  helped  the  company  acquire 

the  building  site  in  Peking. 

Whether  the  central  OCAC  invested  in  the  business  is  not  clear, 
but  at  least  five  members  of  the  OCAC  were  made  sponsors  of  the 
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project.  Of  a  total  of  14  sponsors,  10  were  identified  by  their 

native  province.  Five  of  the  10  were  natives  of  Kwangtung,  and  2  were 

natives  of  Fukien.  Of  the  5  sponsors  who  were  also  OCAC  members,  3 

were  Kwangtung  natives  and  2  were  Fukienese.  Of  these  same  5,  2  had 
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overlapping  memberships  in  Kwangtung.  Whether  the  sponsors  had  a 

personal  financial  stake  in  the  company,  as  shareholders,  is  not 
directly  supported  by  the  evidence  available.  However,  by  virtue  of 
their  direct  involvement  in  a  project  undertaken  by  a  company  which 
solicited  funds  from  overseas,  the  concerned  OCAC  members  probably 
were  influenced  more  easily  by  proposals  to  protect  remittances. 

In  short,  the  available  evidence  clearly  suggests  that  Kwangtung 
and  Fukien  pressed  their  numerical  advantage  within  the  central  OCAC  in 
order  to  shape  decision-making  on  remittances  in  directions  favorable 
to  their  interests. 

The  Kwangtung  Overseas  Chinese  Investment 
Company  and  the  Preferential  Treatment  of  Investment  Remittances 

That  Kwangtung  did  shape  remittance  policy,  probably  in  con¬ 
junction  with  the  Fukienese,  is  bolstered  further  by  evidence  of  policy 
developments  after  the  remittance  protection  decision  was  promulgated 
in  February,  1955. 

With  respect  to  investment,  the  1955  policy  did  not  address  the 
question  of  financial  terms  and  conditions.  Only  the  fourth  provision 
made  explicit  reference  to  investing  remittances  in  production  enter¬ 
prises  and  state  investment  companies.  The  national  policy  went  no 
further  than  to  "encourage"  investment  and  appeal  to  local  administra¬ 
tive  organs  to  "give  [overseas  Chinese  and  their  dependents]  facilities" 
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to  do  so.  Thus,  investments  were  encouraged,  but  no  guarantees 

were  made  in  respect  to  them. 

Immediately  prior  to  the  promulgation  of  the  remittance  pro¬ 
tection  policy,  the  Kwangtung  authorities  announced  two  decisions  re¬ 
garding  overseas  investment  in  the  province.  Speaking  at  the  2nd 
Session  of  the  1st  Kwangtung  People's  Congress  in  early  February  1955, 
Yi  Mei-hou,  a  member  of  the  Kwangtung  government,  reviewed  the  prov¬ 


ince's  work  in  respect  to  overseas  Chinese  affairs. 
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Yi  pointed 


out  that  in  1954  the  provincial  government  had  been  involved  in  "great 

efforts  ...  to  facilitate  overseas  Chinese  remittances,  to  serve  the 

overseas  Chinese  and  to  protect  the  right  of  owning  and  making  free 
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use  of  remittances."' 


In  order  to  build  on  these  efforts,  Yi 


announced  that  the  Kwangtung  authorities  had  established  a  Steering 

Committee  for  Guiding  Overseas  Chinese  Investments.  The  committee  was 

responsible  for  organising  an  overseas  Chinese  investment  company  in 

the  South  China  region  in  order  "to  give  intensified  guidance  to  over- 
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seas  Chinese  investment. 

Indicating  that  a  decision  also  had  been  made  concerning  over¬ 
seas  investment  in  the  province,  it  was  noted  elsewhere  that  "it  is 
believed  that  after  these  measures  are  vigorously  implemented, 

Kwangtung  will  meet  with  even  greater  development  in  overseas  Chinese 
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work."  A  week  later,  the  provincial  government  announced  that  it 

had  adopted  measures  giving  preferential  treatment  to  overseas  Chinese 
170 

investments . 

Both  the  provincial  investment  measures  and  the  decision  to 
organise  a  new  investment  company  were  approved  by  the  central 


. 
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government.  Specifically,  they  met  with  the  approval  of  the  South 
China  Sub-Bureau  of  the  CCP,  acting  on  behalf  of  the  central  govern¬ 
ment.  These  decisions  probably  were  given  approval  by  the  South  China 
Sub-committee  on  Financial  and  Economic  Affairs.  If  so,  approval  of 
these  measures  was  fostered  by  provincial  access  to  the  subcommittee, 
and  the  predominance  of  Kwangtung  members  on  that  subcommittee.  It  is 
known,  for  example,  that  in  1951  the  South  China  Subcommittee  on 

Financial  and  Economic  Affairs  consisted  of  eleven  members,  of  which 
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nine  represented  various  economic  interests  m  Kwangtung. 

By  March  1955,  the  Kwangtung  government  had  completed  the 

initial  phase  of  organising  a  new  investment  company.  The  work  had 

proceeded  quickly  because  the  effort  entailed  the  amalgamation  of 

three  existing  companies,  instead  of  the  establishment  of  a  wholly  new 
172 


company 


Huang  Chieh,  Chairman  of  the  Board  of  Directors  of  the 


Kwangtung  Overseas  Chinese  Industrial  Construction  Company,  at  a  share¬ 
holders  meeting  in  Canton,  indicated  that  the  provincial  investment 


policy  applied  to  the  newly  established  company. 
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Huang  Chang-shui, 


Chairman  of  the  Board  of  Directors  of  the  newly  established  Kwangtung 
Overseas  Chinese  Investment  Company,  in  announcing  the  issuing  of 
additional  shares  for  sale  in  April  1956,  reiterated  that  the  govern¬ 
ment's  policy  "to  extend  preferential  treatment  to  overseas  Chinese 
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investments  will  remain  a  consistent  and  longterm  policy." 

Evidently,  the  provincial  authorities  believed  that  a  provincial 


policy  of  preferential  treatment  of  investments  would  succeed  even 
though  a  provincial  policy  of  remittance  protection  had  been  ineffect¬ 
ive  in  the  past.  There  were  significant  shortcomings  in  the  provincial 
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measures  to  extend  preferential  treatment  to  overseas  investments. 

According  to  Hsu  Sheng-chou,  President  of  the  Kwangtung  Overseas 

Chinese  Investment  Company,  the  provincial  government's  measures, 

while  meeting  with  some  success,  did  not  result  in  the  degree  of  con- 
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fidence  and,  hence,  investment  sought  from  the  overseas  Chinese. 

Hsu  pointed  out  that  the  Kwangtung  measures  lacked  specificity  in 
certain  respects  which  had  discouraged  potential  overseas  Chinese 
investors.  Two  shortcomings  in  particular  seem  to  have  been  respon¬ 
sible.  First,  investors  were  not  informed  of  the  terms  and  conditions 
of  investment.  They  had  been  told  that  their  investment  funds  could 
be  withdrawn  after  the  completion  of  socialist  construction.  However, 
no  indication  was  given  concerning  when  socialist  construction  would 

be  deemed  completed.  Nor  were  overseas  investors  told  how  funds  were 
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to  be  returned  to  them.  Second,  investors  were  not  told  if,  how, 

and  what  portion  of  interest  and  dividends  could  be  withdrawn  from 
China.  It  was  entirely  possible  that  interest  and  dividends  would 
accumulate  in  China,  but  could  not  be  touched  by  the  investor  abroad. 
According  to  Hsu,  this  was  unsatisfactory  to  "individual  investors 

who  actually  need  to  receive  abroad  part  of  the  dividends  earned  on 

177  .  .  .  . 

their  investments  at  home."  Until  the  provisions  were  clarified, 

the  fact  that  they  constituted  a  "consistent  and  long  term  policy"  of 
the  provincial  government  was  a  moot  point  in  investors'  minds. 

Because  the  Kwangtung  measures  were  open  to  a  variety  of  con¬ 
flicting  interpretations,  overseas  investors  did  not  respond  as  had 
been  hoped.  Table  13  indicates  the  level  of  overseas  investment  in 
Kwangtung  after  the  provincial  measures  were  implemented.  Compared 


. 

' 
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with  1955,  overseas  investment  in  1956  increased  32  per  cent.  However 
this  exaggerates  the  investment  from  abroad,  as  opposed  to  investment 
by  the  domestic  dependents.  Table  14  shows  that  the  Kwangtung  Invest¬ 
ment  Company  acquired  investment  funds  over  and  above  those  remitted 
from  abroad.  In  other  words,  the  difference  was  obtained  in  China, 
most  likely  from  the  Kwangtung  dependents  of  overseas  Chinese.  Assum¬ 
ing  the  additional  funding  came  from  the  dependents,  Table  15  indicates 
that  the  Kwangtung  measures  were  not  as  successful  in  attracting  over¬ 
seas  investments  as  the  absolute  increase  in  overseas  funding  suggests 
It  seems  that  it  was  the  dependents  in  the  home  districts  who  were 
taking  advantage  of  Kwangtung' s  investment  policy,  at  least  after  1955 
By  1957,  the  dependents  accounted  for  more  than  one-third  of  the  in¬ 
vestment  capital  acquired  by  the  Kwangtung  Investment  Company.  With  a 
drop  of  14%  in  investment  from  overseas  between  1955  and  1956,  it  does 
appear  that  Hsu  Sheng-chou  was  correct  in  saying  that  the  overseas 
Chinese  had  misgivings  regarding  the  provincial  policy.  From  the 
perspective  of  late  1956,  the  Kwangtung  authorities  would  have  been 
justified  in  seeking  a  decision  which  might  solve  the  problem  of  pro¬ 
moting  overseas  investment.  The  Kwangtung  authorities  may  not  have 
been  authorised  to  make  guarantees  to  investors  with  respect  to  trans¬ 
ferring  abroad  funds  earned  in  China.  The  central  authorities  may 

,  .178 

have  had  exclusive  control  over  this  type  of  financial  transaction. 

If  so,  a  decision  at  the  central  level  would  have  been  necessary. 


. 
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TABLE  13.  INVESTMENT  REMITTANCES  TO  KWANGTUNG 
FROM  OVERSEAS  CHINESE ,  1955-1959 
(millions  of  U.S.  $) 


1955  1956  1957  1958  1959 

5.84  7.71  6.76  4.24  4.07 


Source:  Mah  Feng-hwa,  The  Foreign  Trade  of  Mainland  China ,  (Chicago: 
Aldine  and  Atherton,  Inc.,  1971),  p.  241. 

Note:  Investment  remittances  have  been  converted  to  U.S.  $  from  yuan 
totals.  Yuan  totals  converted  at  the  official  exchange  rate  of  2.355 
yuan  per  dollar,  as  provided  by  Mah. 


TABLE  14.  INVESTMENT  FUNDS  ACQUIRED  BY  THE  KWANGTUNG 
OVERSEAS  CHINESE  INVESTMENT  COMPANY,  1955-1960 

(millions  of  U.S.  $) 


1955  1956  1957  1958  1959  1960 

5.84  8.97  9.97  13.80  16.56  18.38 


Source:  Chun-hsi  Wu,  Dollars,  Dependents  and  Dogma  (Stanford:  The 

Hoover  Institution,  1967),  p.  57. 

Note:  Wu's  yuan  totals  have  been  converted  to  U.S.  $  at  the  exchange 

rate  of  2.355  yuan  per  dollar. 
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TABLE  15.  SOURCES  OF  INVESTMENT  IN  THE  KWANGTUNG 

INVESTMENT  COMPANY,  1955-1959 
(U.S.  $) 

Year 

Overseas 

Chinese 

Investment 

Domestic 

Dependent 

Investment 

Total  Investment 
in  Kwangtung 
Investment  Co. 

Overseas 

Investment 

as 

%  of  total 

1955 

5,840,000 

2,887 

5,842,887 

99.9 

1956 

7,710,000 

1,264,522 

8,974,522 

85.9 

1957 

6,670,000 

3,218,769 

9,978,769 

67.7 

1958 

4,240,000 

9,560,424 

13,800,424 

30.7 

1959 

4,070,000 

12,490,509 

16,560,509 

24.5 

Source : 

Tables  2  and  3. 

The  opportunity  for  the  Kwangtung  OCAC  to  present  a  new  policy 
proposal  arose  when  the  central  OCAC  called  for  a  session  in  June  1956. 
At  the  4th  Plenary  Session  of  the  1st  OCAC  held  in  June  1956,  it  was 
decided  that  overseas  Chinese  investment  companies  would  be  trans¬ 
formed  from  public-private  jointly  operated  enterprises  into  wholly 
state  owned  companies.  To  assist  in  the  transformation,  the  meeting 

further  decided  to  establish  a  head  office  for  the  various  investment 
179 

companies.  Available  evidence  suggests  that  it  was  at  this  session 

of  the  OCAC  that  a  decision  was  taken  on  the  preferential  treatment  of 
overseas  investments.  On  March  16,  1957,  OCAC  Vice-Chairman  Fang 
Fang,  formerly  Vice-Chairman  of  Kwangtung,  delivered  a  report  on  over¬ 
seas  Chinese  affairs  to  the  3rd  Session  of  the  2nd  Chinese  People's 

180 

Political  Consultative  Conference  (CPPCC) .  Fang  Fang  reported  that 
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the  OCAC  had  submitted  a  proposal  to  the  State  Council  for  the 

"establishment  of  an  investment  head  office  for  the  purpose  of 

strengthening  the  leadership  over  overseas  Chinese  investment  through- 

181 

out  the  country."  Significantly,  he  went  on  to  report  that  "we 

have  submitted  to  the  State  Council  for  ratification  a  draft  set  of 

measures  on  preferential  treatment  for  overseas  Chinese  investing  in 

182 

state-operated  overseas  Chinese  investment  companies."  This  sug¬ 

gests  that  the  OCAC  conference  had  been  the  source  of  basic  decision¬ 
making  on  policy  content.  As  had  been  the  case  with  the  1955  remit¬ 
tance  policy,  the  actual  preparation  of  OCAC  proposals  submitted  to 
the  State  Council  was  based  on  discussions  and  decisions  taken  at  the 


plenary  session.  Given  the  relationship  between  both  of  the  OCAC  in¬ 
vestment  proposals  referred  to  by  Fang  Fang,  it  can  be  inferred  that 
the  4th  Plenary  Session  of  the  1st  OCAC  had  made  determinations  with 
respect  to  the  preferential  treatment  of  overseas  investments.  The 
State  Council  evidently  examined  OCAC  draft  proposals,  measures,  and 
recommendations,  and  acted  as  legitimator  for  what  were  essentially 
OCAC  decisions.  Thus,  the  OCAC  prepared  and  presented  policy  pro¬ 
posals,  and  the  State  Council  formally  approved  and  promulgated  an 
OCAC  decision  as  state  policy. 

On  August  1,  1957  the  Standing  Committee  of  the  National 

People's  Congress  ratified  a  set  of  measures  granting  preferential 

183 

treatment  of  overseas  remittances .  The  measures  were  promulgated 

184 

by  the  State  Council  on  August  2. 

It  is  worthwhile  to  compare  Kwangtung's  1955  investment  policy 
with  that  promulgated  by  the  State  Council  in  1957.  The  provisions  of 


■ 
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each  are  summarised  in  Table  16.  The  measures  adopted  in  1957  as  state 
policy  correspond  so  closely  to  the  previously  promulgated  Kwangtung 
measures  that  it  can  be  hypothesised  that  the  latter  were  a  prototype 
for  the  former.  Where  the  Kwangtung  measures  had  authorised  the  re¬ 
tention  of  private  shares  during  the  period  of  socialism,  the  central 
measures  extended  retention  to  the  period  beyond  socialist  construction 
thereby  assuring  investors  that  their  investments  were  to  remain  secure 
In  both  cases  the  dividend  was  guaranteed  at  eight  per  cent  per  annum; 
the  central  measures  further  provided  for  up  to  50  per  cent  of  the 
dividends  per  annum  to  be  sent  abroad  to  the  investors  at  their  request 
Both  documents  included  provisions  for  priority  treatment  to  investors 
with  the  appropriate  training  who  were  seeking  employment  in  China. 

In  addition,  the  provincial  and  central  measures  explicitly  applied  to 
the  Chinese  residing  in  Hong  Kong  and  Macau;  this  provision  was  most 

appropriate  for  Kwangtung  insomuch  as  most  of  the  Hong  Kong  and  Macau 

,  .  ....  185 

Chinese  originated  m  Kwangtung. 

Since  the  measures  promulgated  by  the  State  Council  in  1957 
were  modeled  on  those  adopted  in  Kwangtung  in  1955,  it  may  be  inferred 
that  the  Kwangtung  OCAC  had  been  a  leading  force  in  shaping  the  central 
level  measures,  beginning  with  discussions  held  at  the  4th  Plenary 
Session  of  the  1st  OCAC  in  June  1956.  The  evidence  regarding  both 
Kwangtung' s  interest  in  overseas  investment  and  its  access  to  the 
central  OCAC  make  it  unlikely  that  the  correspondence  between  the 
provincial  and  central  measures  was  anything  other  than  the  visible 
imprint  resulting  from  the  exercise  of  Kwangtung' s  influence  on  OCAC 


policy  formulation. 
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Finally,  it  should  be  noted  that  it  could  be  a  mistake  to  regard 
the  Kwangtung  groups  involved  as  the  only  ones  demanding  a  positive 
policy  on  remittances  and  investments.  It  will  be  recalled,  for 
example,  that  Fukien  had  introduced  preferential  measures  for  overseas 
investments  in  1952.  The  Fukienese  groups  presumably  recognised  the 
value  of  the  legitimation  of  such  measures  at  the  highest  decision¬ 
making  level.  It  may  be  assumed  therefore,  that  groups  in  Fukien  were 
also  active  in  pressing  for  the  adoption  of  preferential  measures  for 
overseas  remittances,  as  well  as  the  policy  of  remittance  protection. 

Conclusion 

In  sum,  overseas  remittances  were  an  important  source  of  funds 
for  provincial  economic  development.  With  limited  central  government 
investment  directed  to  Kwangtung,  a  variety  of  provincial  groups  had 
interests  at  stake  in  the  remittance  issue.  The  overseas  Chinese  did 
not  respond  positively  to  provincial  efforts  to  promote  remittances. 
These  circumstances  led  the  provincial  authorities  to  seek  a  national 
decision  on  remittance  protection.  The  weight  of  Kwangtung  interests 
was  brought  to  bear  on  the  formulation  of  a  national  remittance  policy 
in  the  central  OCAC.  The  ability  of  Kwangtung  province  to  shape  OCAC 
policy  also  was  examined  in  the  1957  decision  to  give  preferential 
treatment  to  overseas  Chinese  investment. 

The  main  finding  is  that  the  Kwangtung  authorities  were  able  to 
advance  provincial  interests  successfully  during  the  formulation  of 
OCAC  policy  in  1955  and  1957.  This  is  interesting  because  political 
authority  was  more  centralised  in  the  1950's  than  at  any  other  time 
since  1949.  This  suggests  that  the  distribution  of  power  between  the 
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centre  and  the  provinces  in  particular  issue-areas  has  had  more  import¬ 
ant  implications  for  policy  outputs  than  the  overall  balance  of  power 
would  indicate.  It  can  be  expected,  therefore,  that  an  empirical 
assessment  of  the  power  distribution  in  several  different  issue-areas 
would  identify  interesting  variations  within  issue-areas  over  time,  and 
between  issue-areas  in  a  given  period.  Obviously,  this  would  allow 
more  precise  statements  to  be  made  concerning  the  relationship  between 
fluctuations  in  the  distribution  of  power  and  changes  in  policy. 

Overseas  Chinese  remittances  have  continued  to  flow  into  China 
since  the  remittance  and  investment  decisions  were  taken  in  the  1950's. 
In  the  early  1960 's,  the  central  OCAC  again  addressed  the  question  of 
family  and  investment  remittances.  Under  the  investment  measures 
promulgated  in  1957,  investors  were  allowed  to  withdraw  their  capital 
after  twelve  years  had  elapsed.  To  encourage  investors  not  to  with¬ 


draw  their  capital,  new  measures  were  issued  in  1963. 
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In  1964, 


OCAC  Vice-Chairman  Fang  Fang  affirmed  that  the  national  policy  of 
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remittance  protection  would  be  maintained. 

The  OCAC  organisation  apparatus  was  paralysed  temporarily 
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during  the  Cultural  Revolution, 
government  institutions  in  the  early  1970's. 


It  was  operating  along  with  other 
189 
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one  at  that  time,  required  that  he  be  removed  from  Kwangtung  since 
his  presence  there  would  have  been  a  continual  reminder  that  the 
Party  had  made  a  rather  glaring  miscalculation.  In  addition, 

his  consistent  defense  of  a  specific  societal  group  may  have  given 
him  a  personal,  popular  power  base.  Fang  Fang's  OCAC  appointment 
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may  have  both  acknowledged  the  validity  of  his  views  and  at  the 
same  time  provided  an  opportunity  for  the  centre  to  censure  his 
opinions  more  quickly  and  effectively. 


133.  It  is  assumed  that  the  organisation  mission  of  the  provincial 
party  apparatus  is  to  promote  socialist  values  in  society  and 
effect  changes  which  support  those  values.  In  pursuing  this 
mission,  value  trade-offs  are  often  involved  and  the  best  means 
to  effect  change  is  frequently  debatable.  In  other  words,  these 
are  sources  of  conflict  within  the  provincial  party  apparatus, 
among  the  various  provincial  parties ,  and  between  them  and  the 
central  party  machinery.  That  the  Kwangtung  party  apparatus  had 
a  concern  for  equitable  distribution  within  the  province,  there¬ 
fore,  does  not  entail  making  a  "monolithic  party"  argument.  It 
is  possible  of  course  that  the  Kwangtung  party  had  made  a 
particular  trade-off:  economic  development  was  regarded  as  a 
higher  priority  than  equitable  distribution.  On  Meng-chueh's 
remark,  quoted  in  the  text,  that  some  provincial  party  members 
were  "backward  in  thought  and  faulty  in  their  style  of  work" 
could  be  construed  in  this  way.  Nevertheless,  the  argument 
presented  in  the  text  is  more  clearly  supported  by  the  available 
evidence . 
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CHAPTER  V 


CONCLUSION 

The  purpose  of  this  study  has  been  to  determine  whether  sub nation¬ 
al  forces  in  the  People's  Republic  of  China  have  influenced  that  state's 
foreign  policy.  Two  case  studies  are  presented  which  explained  foreign 
policy  decisions  in  terms  of  provincial  forces  impinging  upon  the  policy¬ 
making  process.  Conclusions  pertaining  to  each  of  the  decisions  analysed 
have  been  presented  at  the  end  of  each  study.  It  remains  to  evaluate 
the  case  studies  in  terms  of  the  group  approach  and  assess  the  general 
utility  of  the  approach  to  analysis  of  Chinese  foreign  policy  decisions . 

The  interest  group  approach  provides  a  framework  for  the  ex¬ 
planation  of  policy  outputs.  The  composition  of  interests  and  the  dis¬ 
tribution  of  power  in  society  are  key  factors  determining  the  substan¬ 
tive  content  of  authoritative  decisions.  In  this  study,  group  interests, 
power  resources,  and  access  have  been  posited  as  independent  variables 
influencing  policy  outputs.  Does  the  evidence  fit  the  model?  Both 
case  studies  presented  strong  evidence  indicating  the  many  and  varied 
subnational  interests  at  stake  in  the  remittance  protection  and  grain 
import  decisions.  State  institutional  groups  in  Kwangtung  province  had 
an  interest  in  promoting  overseas  remittances  in  order  to  finance  provin¬ 
cial  economic  development.  The  Departments  of  Industry,  Commerce,  and 
Education,  and  the  provincial  investment  company  were  partially  depend¬ 
ent  on  overseas  funds  to  support  their  various  local  programs.  The 
domestic  dependents,  of  course,  had  an  interest  in  remittance  protection 
and  rules  affirming  their  right  to  use  remittances.  These  interests 
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were  aggregated  by  the  Kwangtung  Overseas  Chinese  Affairs  Committee  and 
advanced  to  the  Overseas  Chinese  Affairs  Commission  (OCAC) . 

In  the  grain  import  study,  a  number  of  intra-provincial  inter¬ 
ests  were  aggregated  and  promoted  by  the  provincial  authorities.  The 
middle  peasants  had  an  interest  in  retaining  surplus  grain  and  the 
opening  of  rural  free  markets.  Due  to  their  economic  interests,  the 
middle  peasants  opposed  domestic  grain  procurement.  The  Agricultural 
Producer's  Cooperatives  and  the  communes  displayed  their  opposition  to 
procurement  by  refusing  to  sell  grain  to  the  state.  The  rural  cadres 
realised  that  it  was  in  their  career  interests  to  be  lenient  during 
grain  procurement.  The  provincial  authorities  had  an  interest  in 
assuring  their  citizens  received  adequate  grain  supplies  and  production 
incentives .  Grain  leaving  a  province  for  other  areas  did  not  contribute 
to  meeting  these  needs.  Obviously,  a  variety  of  provincial  interests 
were  at  stake  in  the  grain  supply  issue. 

The  evidence  for  provincial  power  resources  is  more  detailed  in 
the  study  of  the  grain  supply  issue  than  that  in  the  remittance  study. 
Nonetheless,  it  is  clear  that  in  both  cases  provincial  authorities  had 
power  resources  at  their  disposal  with  which  to  press  demands  on 
decision-makers.  Important  power  resources  included  the  possession  of 
relevant  information,  decision-making  authority,  and  control  over  the 
appropriate  implementation  apparatus.  Officials  in  Kwangtung  province, 
for  example,  had  relevant  information  and  expertise  in  the  area  of 
overseas  Chinese  affairs,  including  remittance  protection  and  promotion. 
Moreover,  the  concentration  of  domestic  dependents  in  Kwangtung  and  the 
importance  of  remittances  to  the  local  economy  lent  credibility  to 
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provincial  demands.  In  the  grain  supply  study,  it  was  found  that  the 
wheat  provinces  had  control  over  the  local  grain  procurement  apparatus , 
and  possessed  a  variety  of  decision-making  powers  which  allowed  them 
to  determine  the  quantities  and  types  of  grain  procured.  From  1958, 
provincial  control  over  the  disposition  of  surplus  grain  strengthened 
their  position  vis-a-vis  the  central  authorities . 

It  is  through  access  channels  that  group  interests  are  conveyed 
to  decision-makers.  Two  key  channels  are  organisational  linkages  and 
overlapping  memberships.  In  the  remittance  study,  both  types  were 
found  to  exist.  Prior  to  1955,  organisational  linkages  were  limited 
virtually  to  Kwangtung  and  Fukien.  The  Overseas  Chinese  Affairs  Com¬ 
mittees  in  these  two  provinces  effectively  dominated  organisational 
access  to  the  central  OCAC.  It  was  found  that  there  were  overlapping 
memberships  between  the  provincial  level  and  the  central  OCAC.  A 
number  of  individuals  who  held  senior  level  positions  in  Kwangtung- 
based  groups  were  found  to  have  held  concurrent  memberships  in  the 
central  OCAC.  Moreover,  the  provincial  groups  to  which  they  belonged 
had  an  interest  in  promoting  remittances.  In  the  wheat  study,  organi¬ 
sational  linkages  between  the  provincial  food  bureaus  and  the  central 
Food  Ministry  (FM)  were  identified.  Officials  in  the  wheat  provinces 
did  not  have  overlapping  memberships  in  senior  level  posts  in  the  FM 
in  1961.  Access  to  the  FM  was  assured,  however,  by  central-provincial 
conferences  on  grain  issues.  These  intergovernmental  meetings  provided 
provincial  officials  with  the  opportunity  to  articulate  subnational 
interests  and  be  direct  participants  in  the  decision-making  process 
without  having  overlapping  memberships . 
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Can  it  be  inferred  that  the  provinces  influenced  the  decisions 
taken  concerning  remittances  and  grain  imports?  In  Chapter  II,  several 
criteria  were  set  out  which  can  be  used  to  make  inferences  concerning 
influence.  In  brief,  five  criteria  were  presented:  (1)  the  issue  must 
be  relevant  to  the  hypothesised  influencer;  (2)  the  articulation  of 
interests  must  precede  the  promulgation  of  policy;  (3)  the  hypothesised 
influencer  must  have  power  resources  with  which  to  exercise  influence; 

(4)  the  hypothesised  influencer  must  have  access  to  the  decision  centre; 
and  (5)  the  interests  of  the  hypothesised  influencer  must  be  accommo¬ 
dated  by  the  policy  output. 

As  discussed  above,  it  was  found  that  specific  provincial  inter¬ 
ests  were  at  stake  in  both  policy  issues.  The  analysis  of  provincial 
interests  indicated  why  provincial  authorities  sought  to  influence  the 
decisions  taken.  The  analysis  of  power  resources  and  access  showed 
that  the  provinces  had  the  capability  and  the  opportunity  to  influence 
decision-making  in  directions  favorable  to  their  interests.  In  both 
cases,  the  provinces  involved  participated  in  the  decision-making 
process . 

The  articulation  of  provincial  interests  was  found  to  have  pre¬ 
ceded  the  promulgation  of  state  policy.  In  the  remittance  case,  efforts 
were  made  at  the  provincial  level  in  1953-54  to  promote  the  inflow  of 
overseas  funds.  In  the  grain  import  case,  there  was  evidence  of  wide¬ 
spread,  persistent  opposition  to  domestic  grain  procurement  prior  to 
the  fall  of  1960. 

Finally,  the  decisions  taken  accommodated  relevant  provincial 
interests  in  both  cases.  Kwangtung  interests,  which  focused  on 
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increasing  the  inflow  of  remittances,  were  incorporated  directly  in 
both  the  1955  remittance  protection  policy  and  the  1957  decision  to 
give  preferential  treatment  to  investment  remittances.  The  grain  im¬ 
port  decision  also  accommodated  provincial  interests ,  though  in  a  dif¬ 
ferent  sense.  In  this  case,  the  import  decision  represented  an  effort 
by  the  FM  to  surmount  decisional  constraints  imposed  by  powerful 
domestic  interests.  In  other  words,  a  foreign  policy  decision  was 
forthcoming  because  the  provincial  authorities,  in  pursuing  their  own 
interests,  had  foreclosed  the  FM's  domestic  procurement  alternative. 

On  the  basis  of  the  criteria  employed,  it  can  be  inferred 
(though  not  directly  demonstrated)  that  the  power  and  interests  of  sub¬ 
national  authorities  were  contributing  factors  in  the  remittance  and 
grain  import  decisions  taken  by  the  central  government.  Obviously,  if 
evidence  concerning  group  interests,  power  resources,  and  access  could 
not  be  found  with  respect  to  a  particular  political  system,  then  the 
group  approach  would  hardly  be  useful  for  explaining  that  system's 
policy  outputs.  However,  it  has  been  found  that  in  the  Chinese  case 
there  is  some  empirical  evidence  in  support  of  the  model,  and  that  it 
can  illuminate  the  relationship  between  subnational  forces  and  Chinese 
foreign  policy  decision-making. 

Subnational  forces  notwithstanding,  the  focus  of  the  case  studies 
is  narrow  and  does  not  attempt  to  analyse  other  important  domestic 
factors.  Ideology,  both  as  a  factor  promoting  decisional  compromise  and 
as  an  independent  variable  in  its  own  right,  has  not  been  used  as  an 
explanatory  concept.  In  the  studies  presented,  ideological  constraints 
have  been  taken  as  an  environmental  given.  Although  ideology  can 
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establish  a  consensual  basis  for  decision-making  and  impose  limits  on 
conflict,  it  does  not  seem  to  preclude  aggressive  competition  and  con¬ 
tention.  Of  course,  the  relative  weight  of  subnational  interests  and 
ideology  in  the  foreign  policy  decision-making  process  cannot  be 
assessed  conclusively  in  the  studies  presented  here.  This  issue  could 
be  addressed  in  future  research  on  the  relationship  between  subnational 
interests  and  Chinese  foreign  policy. 

There  are,  of  course,  alternate  approaches  which  could  be  used 
to  analyse  the  foreign  policy  decisions  presented  here.  The  rational 
actor  model  treats  a  state  as  a  single,  rational  unit  which  makes 
decisions  on  the  basis  of  goals  such  as  national  security  and  national 
interests.  The  state's  decision  is  that  alternative  which  will  yield 
consequences  congruent  with  strategic  goals  and  objectives.  According 
to  this  model,  the  problem  of  scarce  foreign  exchange  was  resolved  in 
part  by  deciding  to  encourage  overseas  Chinese  to  remit  funds  to  China. 
In  effect,  the  decision  to  protect  remittances  was  in  the  national 
interest.  Similarly,  it  could  be  argued  that  the  Chinese  government 
began  to  import  grain  because  of  various  national  security  considera¬ 
tions.  The  government  recognised  that  unpredictable  weather  combined 
with  grain  production  increases  which  barely  kept  ahead  of  population 
growth,  presented  a  potential  threat  to  political  stability,  as  well  as 
a  danger  to  national  health  and  welfare  in  general. 

Foreign  policy  outputs  also  can  be  explained  by  an  organisational 
model.  Decisions  are  outcomes  generated  by  a  variety  of  interacting 
governmental  organisations  that  have  diverse  perceptions  of  and  inter¬ 
ests  in  a  particular  issue.  From  the  perspective  of  creating  new 


. 
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international  markets  for  Chinese  textiles,  the  Ministry  of  Foreign 
Trade  may  have  found  it  desirable  to  accept  grain  imports  in  order  to 
balance  bilateral  trade.  Similarly,  the  Ministry  of  Foreign  Affairs, 
facing  the  disruption  of  Sino-Soviet  relations  and  constantly  seeking 
to  broaden  China's  international  contacts,  promoted  closer  ties  in  a 
variety  of  areas  with  Western  industrial  states  in  the  early  1960s .  A 
strong  trade  connection  with  Canada,  Australia,  and  Argentina  could 
have  been  regarded  as  a  step  toward  the  eventual  establishment  of 
diplomatic  relations . 

Other  approaches ,  such  as  the  decision-making  model  and  the 
bureaucratic  politics  model  also  could  be  applied.  Because  all  of 
these  models,  including  the  interest  group  approach,  stress  limited 
and  different  sets  of  variables,  the  models  generate  different  partial 
explanations  of  foreign  policy  decisions.  Consequently,  it  is  impor¬ 
tant  to  recognise  that  whatever  middle-range  model  is  applied,  there 
are  many  variables  not  being  considered. 

There  are  several  types  of  Chinese  foreign  policy  decisions 
which  can  be  clarified  in  terms  of  contending  subnational  interests. 

It  is  noteworthy  that  both  of  the  decisions  analysed  in  this  study  re¬ 
flected  the  concern  of  provincial  officials  for  stimulating  local 
economic  development.  Kwangtung  authorities  sought  more  funds  for  in¬ 
vestment  in  the  local  economy  by  tapping  overseas  sources.  Officials 
in  the  wheat  provinces  realised  that  they  were  providing  an  important 
production  incentive  by  allowing  the  peasants  to  retain  surplus  grain. 
The  case  studies  indicate,  therefore,  that  Chinese  foreign  policy 
decisions  can  be  taken  in  order  to  satisfy  local  economic  development 
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needs.  Allen  S.  Whiting  recently  has  examined  the  relationship  between 
leadership  politics  and  foreign  trade  decisions  in  respect  to  whole 
plant  imports.  In  part,  Whiting  found  that,  "...  a  careful  tracing  of 
the  ebb  and  flow  as  well  as  the  content  of  press  attacks  against  re¬ 
liance  on  foreign  technology  between  1971  and  1976  showed  no  correla¬ 
tion  with  the  timing  of  policy  decision  and  implementation  or  any 
relevance  to  the  economic  pitfalls  of  the  program.  Instead,  the  media 
campaign  began  in  1974,  after  the  program  had  peaked."1  The  studies  on 
remittance  policy  and  grain  import  policy  indicate  that  a  more  direct 
relationship  between  domestic  politics  and  whole  plant  imports  may  be 
found  by  focusing  on  the  subnational  level  of  the  domestic  environment. 
More  generally,  the  case  studies  suggest  further  research  on  subnation¬ 
al  linkages  to  Chinese  foreign  policy  outputs  may  be  fruitful  in  the 
area  of  foreign  economic  and  trade  policies.  This  impression  is  re¬ 
inforced  by  Donnithorne 1 s  hypothesis  that  provincial  foreign  trade 
interests  are  an  important  influence  on  Chinese  foreign  trade  policy. ^ 
It  should  be  noted  that  while  provincial  interests  may  be  more 
visible  in  the  area  of  foreign  trade  policy,  they  also  impinge  upon 

other  aspects  of  foreign  policy.  For  example,  provincial  interests 

3 

have  been  identified  in  the  Sino-Burmese  border  dispute  in  1956.  It 
would  be  surprising  if  provincial  interests  were  not  at  stake  in  other 
border  disputes.  Knowing  whether  provincial  interests  have  been  a 
factor  preventing  or  supporting  the  resolution  of  such  disputes  could 
contribute  to  our  understanding  of  China's  views  on  international 
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Not  all  foreign  policy  outputs,  of  course  are  influenced  sig¬ 
nificantly  by  the  domestic  environment,  including  subnational  forces. 

A  variety  of  foreign  policies  are  fashioned  in  response  to  external 
stimuli.  For  example,  opposition  to  superpower  hegemony  in  the  Middle 
East  and  Africa,  global  strategic  policy,  major  foreign  aid  programs, 
relationships  with  international  organisations,  and  disarmament  policy 

have  been  determined  largely  in  response  to  international  actors, 

„  „  4 

events,  and  trends. 

Further  research  on  the  linkage  between  provincial  power  and 
interests  and  Chinese  foreign  policy  may  be  profitable  in  other  areas 
as  well.  As  early  as  1951,  the  Chinese  themselves  had  acknowledged 
the  existence  of  an  interrelationship  between  domestic  politics  and 
foreign  policy: 


Foreign  policy  is  an  extension  or  expansion 
of  domestic  policy,  and  it  is  impossible  to 
have  a  foreign  policy  that  is  completely 
isolated  from  the  domestic  policy.  It  is 
closely  co-ordinated  with  the  economic, 
cultural  and  military  policies.  On  the 
other  hand,  though  the  formulation  of  a 
foreign  policy  is  based  on  the  [domestic] 
character  of  the  country  concerned,  it  is 
also  necessary  to  analyse  the  immediate 
international  situation,  i.e.,  to  decide 
from  this  objective  matter  its  diplomatic 
action  and  steps.  Consequently,  the  foreign 
policy  also  affects  in  turn  the  domestic 
policy. 5 

It  would  appear  that  there  are  aspects  of  Chinese  foreign  policy  other 
than  economic  and  trade  issues  which  may  be  linked  to  domestic  politics . 
Of  course,  the  broad  question  of  the  affect  of  Chinese  foreign  policy 
on  subnational  domestic  politics  has  not  yet  been  raised. 
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